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Vileendtonal 
MINERALS & CHEMICAL 


CORPORATION 


General Offices 
20 North Wacker Drive, Chicago 


* 


Dividends were declared by the Board 
of Directors on May 22, 1947, as 
follows: 


4% Cumulative Preferred Stock 

20th Consecutive Regular Quarterly 

Dividend of One Dollar ($1.00) per 
share. 


$5.00 Par Value Common Stock 
Regular Quarterly Dividend of Forty 
Cents (40c) per share. 


Both dividends are payable June 30, 
1947 to stockholders of record at the 
close of business June 13, 1947. 
Checks will be mailed. 


Robert P. Resch, 


Vice President and Treasurer. 


* 


Mining and Manufacturing 
Phosphate Potash Fertilizer Chemicals 








ELECTRIC BOAT COMPANY 


iGO 6 ee Sie 





The Board of Directors has this day 
declared a dividend of twenty-five 
cents per share on the Common Stock 
of the Company, payable June 10, 
1947, to stockholders of record at the 
close of business May 27, 1947. 

Checks will be mailed by Bankers 
Trust Co., 16 Wall St., New York 15, 
N. Y., Transfer Agent. 

H. G. SMITH, Treasurer 
33 PINE STREET 
NEW YORK, N. Y. 
May 15, 1947 








THE Ma mawOxX company 


MAKERS OF FINE RADIO-PHONOGRAPHS 


Dividend 
Notice 





The Board of Directors of 
The Magnavox Company has declared a 
quarterly dividend of 25 cents a share on 
the Company’s outstanding capital stock, 
payable June 15, 1947, to stockholders of 
record May 29, 1947. 


R.A. O'CONNOR, 
President and Treasurer 

















i 


ee 


JUNE 7, 1947 

















HOSPITAL TECHNIQUE IN THE FACTORY |, 


Photo by Amer. Home Products 


Producers of innoculating medicals leave no 
stone unturned to assure the purity and prime 
condition of their output. Filling and sealing of 
glass ampules must be under completely sterile 
conditions. Employees wearing sterile gowns,. 
masks and caps work in sterilized air, maintained 


with the aid of germicidal ultra violet ray lamps. 
By adherence to this operating room technique, 
the drug manufacturers discussed in our article on 
page 268 win the confidence of physicians 
throughout the land and save many lives. 
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The Trend of Events 


PERCENT VS DOLLARS: When it comes to definitions 
of inflation or the factors which combine to force 
prices to a high level, widely divergent opinions are 
heard on every hand. President Truman recently 
remarked that, in his view, we have had no inflation 
at all. Union leaders shout that labor, despite wage 
gains, must not be blamed for pushing prices up. 
Managements poopoo the theory that high prices 
mean swollen profits. And economists burn the mid- 
night oil in adding complexities to a basically com- 
plex subject. Small wonder that public thinking is 
confused. 

Fact is that, as usually happens, there is more 
than a grain of truth in every explanation offered, 
though clouded by inclusion or omission of other 
fundamentals. For example, the accepted practice 
of figuring profit margins on a percentage basis 
rather than considering dollar profits per unit is 
something deserving of more than casual thought. 
Assuming, for simplicity’s sake, that cost of a basic 
item is $10 and that it can find a ready market at 
$12. Percentagewise the gain is 20% and in terms 
of dollars $2, in either case presumably satisfactory 
to the producer. Suppose again that a wage boost 
forces the cost up to $12, and to hold profit margins 
on a stable level a 20% markup raises the price to 
$14.40, thus increasing the dollar profit to $2.40. 
Multiply this process by passage of the product 
through several distributive hands, each taking a 
20% reasonable profit, and we find the consumer 
obliged to pay a compounded penalty for the original 
$2 rise in costs. $2 may become $4. The point is that 
if this $2 had merely been passed all along the line, 
none of the handlers would have suffered in terms of 
normal dollar profits per unit, although the ultimate 


price level would have been much reduced. In gaug- 
ing the seemingly irresistible upward spiral of “In- 
flation” this is something to stimulate thought. It 
would seem as if in times like the present, when 
sales of units are booming and, through absorption 
of overhead, profit margins tend to widen anyway, 
some constructive policies might be evolved to pass 
along mounting costs more nearly attuned to the 
dollar factor rather than to traditional reliance upon 
percentage gains. If anything were to be actually 
lost by such a program, the subject would seem 
academic, to say the least. After proper study, to 
the contrary, some such adjustment might prove 
practical as a leveler of boom-and-bust periods and 
as a means to raise living standards. Otherwise, by 
thinking and acting in terms of percentage alone, 
the ordinarily intelligent components of our economy 
may continue to hoist themselves upon their own 
petard. 

AIRCRAFT INDUSTRY: When a major industrial seg- 
ment of the economy drops from fourth rank to 
around the twentieth in hardly more than a year’s 
time, the circumstance invites more than trivial 
study. But if, as happens to be the case, the reces- 
sion mentioned involves the manufacturers of air- 
craft, whose miraculous achievements were an out- 
standing factor in helping to win the war, and 
whose development in peace years may prove the 
chief bulwark of our National security, action as 
well as study seems essential. It is sobering to con- 
sider that of 11 important airplane makers in 1946, 
about three quarters were forced heavily into red 
ink, for unless this lapse is corrected, this entire 
industry will be headed for trouble as serious to the 
entire country as to itself. Entirely accountable for 
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the difficulty, of course, is the inescapable fact that 
an industry geared to turn out planes by the tens 
of thousands cannot avoid loss when production 
drops to a relatively nominal figure. After success- 
fully meeting President Roosevelt’s challenge to pro- 
vide the armed forces with huge fleets of military 
planes, to suddenly experience a drop in Government 
demand to a level of 1393 planes in 1946 was a 
tough blow to meet, and one that must not be al- 
lowed to strike twice. 

In the current hearings on the Military Appropri- 
ations Bills, General Carl Spatz, chief of the AAF, 
perhaps startled economy minded Congressmen by 
his assertion that the aircraft industry must be 
lifted from its present deteriorating status by as- 
surance of orders calling for not less than 300 planes 
per annum. Since the representatives of the industry 
have pressed for minimum limit of 5,000 planes, Gen- 


eral Spatz urges that the Army and Navy be author-- 


ized to spend around $900 million annually to keep 
the air fleet in up to date condition. Assuming that 
commercial lines would spend an’ additional $100 
million each year, this would put the industry in the 
billion dollar class where it belongs. As for military 
airplanes, normal depreciation requires a replace- 
ment rate of from 10% to 20% every year. But 
aside from this, the strides taken by aeronautical 
science since the end of the war have been so rapid 
that to keep abreast of other nations, it will be 
necessary to add a continuous stream of modernized 
units to the air fleet. How heavily the Army expects 
to lean upon transport by air is shown by the recent 
order of General Eisenhower to all his staff, cau- 
tioning them to design every form of equipment with 
an eye to weight, so that transportation by plane 
will be feasible. Hence to make the over-all program 
efficient, outmoded aircraft of every kind, from 
fighters to bombers, must be speedily replaced by 
units embodying every improvement that science can 
devise. As about five years are needed to reach pro- 
duction of a new military plane from the drawing 
board stage, time is a very essential factor in the 
general problem. It is to be hoped that Congress is 
alert to the dangers of the current situation and 
that they will be prompt to grant General Spatz’s 
request for liberal appropriations. Chances that they 
will do so are brightened by the generous allotments 
granted to the Navy for development of its air fleet. 


MILITARY TRAINING .. . The report of President 
Truman’s Advisory Commission on Military Train- 
ing is a sobering document, to put it mildly. Were 
it not for the unquestionably high caliber of this 
nine man body, many cynics might construe their 
report as a sensationally planned bugle call to the 
Battle of Armageddon. If the truth were known, per- 
haps this is exactly the reaction hoped for by these 
outstanding leaders in our Democracy. Despite all 







the worldwide alarum stirred up by the advent 
atomic destruction, and a steady flow of warning 
anent the hopelessness of defense against a suddy 
attack from the atomic bombs, the public mix 
naturally has been able to grasp only a modicum ¢f 
the real truth. Now, for the first time, at least, thé 
picture is clearly outlined, the product of as reliabjj 
authority as could possibly be found. In view of tly 
awful potentials that may become realistic afte 
1955, the Committee solemnly recommends as § 
prime measure, an immediate start to train af _ 
youths at 18 in military arts specially designed 4 ” t 
meet the challenge, thus providing them with , at 
year’s invaluable experience. se 
Probably thinking citizens will readily concur 
the reality of the danger that threatens our ver 
existence, and approve the need for training th 
boys. What the Commission has to say about th 
possible ultimate expense of their proposed progran 
suggests that it might prove almost suicidal to th 
economy, especially if all their other recommend: 
tions, such as decentralizing industry and ne 
our factories underground,’ were carried out. The 
estimated annual outlay of around $1.75 billion ti 
train the youths admittedly would be only a fractio 
of the “staggering” sums needed to thwart exter 
mination of our Nation. Upon further study, it 
would seem as if a large part of the training ex 
pense involved might be avoided by reviving some 
thing akin to the ROTC in the colleges and even it 
the High Schools, in combination with severd 
months summer camp duty. Several years rathel 
than one could be devoted by this process and th: 
need to pay wages to the trainees minimized. 
Aside from the prospect of upbuilding our essen 
tial manpower to meet a sudden and probably shor 
test for survival in the event of another war, ani 
the possibility of bankrupting the nation if the er: 
tire anti-atomic program were carried out, the stark 
frankness of the report falls down, perhaps 7 
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tionally, in omitting an obvious alternative. This ij 
for the United Nations, with or without Russia, ti 
take the proper steps to enforce atomic contrdl 
Quibbling by the Kremlin over claimed loss of sov 
erignty if UN officials inspected their vast country 
must meet with stern and: prompt rejection, regar¢: likely 
less of immediate consequences. With the survival yse 
of the civilized world the paramount issue, no — weap: 
can be allowed to frustrate the will of the over} inter 
whelming majority, even at the risk of armed con} mach 
flict. Mr. Stalin undoubtedly would rub his handy her b. 
in glee if he were given eight years time in whic} Of 
to build up his weak fences, and during which in} backs 
terval our national debt was inflated to the breaking} becau 
point. Of the alternatives facing us, the one righ' leade 
at hand should be adopted, the force of might bi} serie; 
the United Nations, for it seems to offer the on4 jn By 
hope for near term peace in the world, as well af tion - 
the least expensive potential. the s: 
his p 
Th: 
how 
Sian 
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As g See GL J BY CHARLES BENEDICT 


WAR? 








in all 
— |‘ the past our government, under pressure both In the face of this situation, Russia turned her 
vith ; at home and abroad, pursued a policy of expedi- propaganda guns on France launching two bitter 
+ ency that made Russia’s singleness of purpose stand attacks — accusing the French of violating their 
| out in sharp contrast — and greatly to our dis- agreement with the Soviet on the expatriation of 
cur If advantage. some 12,000 Russians — and of being guilty of 
r ver §=©However, since President Truman’s enunciation negotiating a treaty with the U. S. regarding an 
ig thf of our foreign policy and the definite steps taken to American base in Marseilles in exchange for a 
ut th} carry it out, a great change has come about. Instead huge loan. 
ogranf of pussy-footing and trying to “understand Russia” Although this was promptly denied, the Russians 
to thf under an attitude of’ continued their blasts 
nenda| appeasement, we have “THIS WILL BE USEFUL TOO” against the French 
utting, come out frankly rec- Government. The 
7 Tit ognizing the incom- Kremlin hoped in this 
hon ll patibility and have way to counteract the 
a,4:,,, proceeded to take ac- defeat in Britain, but 
actionp 7: . . . 
tion accordingly. this maneuver failed 
exter} The result has been of its purpose. The 
dy, if a series of moves and French didn’t “fright- 
1g eXf counter - moves now en” and the new 
somef fast reaching a boil- French government 
ven if ing point. In fact, a was formed without 
everat show-down is in the communist participa- 
rathey making so that some tion. Stalin’s attitude 
id thg People in important at the Moscow con- 
places are openly dis- ference thoroughly 
— cussing the danger awakened M. Bidault 
of another war. to the danger for 
snort However, such a France that lies in 
r, aif conclusion seems Moscow domination 
he el} somewhat exagger- of Europe. 
stari} ated, especially since Russia, recognizing 
inten} no great power wants that a western bloc 
‘his war and that includes is now _ inevitable, 
sia, ti Russia who is totally moved to strengthen 
yntrolf UNPrepared to wage her Balkan position 
f sovg Modern warfare for by forcing a commu- 
untrt 22Y length of time. nist coup on Hungary. 
seal In fact, it is more This, despite the red 
"Sart likely that Russia will defeat in the recent 
Tvivél use the strongest elections, which gave 
= weapon she has—her the majority to the 
—_ international political Loring in the Evening Bulletin, Providence small land “ora 
1 conf machine — to win , 7 ibis party. 
handy her battles for her. It must be clearly evident that to hope for Rus- 
which Of course the Kremlin is restive under the set- sian collaboration for constructive economic action 
ch in} backs resulting from our firm and definite policy in Europe, or anywhere else, is pure folly and shows 
aking} because she has had her own way for so long. Soviet the greatest lack of realism. Under the circum- 
righ} leaders are undoubtedly greatly displeased with the stances it is well to ask, “where do we go from 
ht bi series of events which climaxed with a leftist defeat here?”’. Recognizing the need for action now to pre- 
e onf in Britain where English labor voted for conscrip- vent utter chaos from spreading all over the world 
ell a tion in peace time despite the communists, and at to a point where a comeback would take years and 
the same time threw their support to Mr. Bevin and even generations to achieve — both the United 
his policy of adherence to the United States. States and Britain have decided to throw off the 
This stand of British labor makes it amply clear yoke of the veto and proceed independently with the 
how greatly disillusioned the people are with Rus- task at hand. The first step would be to establish 
sian political and economic policies. And what is peace with Germany and Japan, in which the other 
| more—this turn-about will tend to upset the Soviet free nations of the world would join us. We can then 
1947 ‘program for minimizing the influence of the United plan so that economic adjustment can begin with 
——_ States in Europe. the opportunity it affords (Please turn to page 294) 
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Important Market Test At Hand 


Even allowing for the possibility that the cur- 
rent rally might fan out into some degree of 
summer recovery, as discussed below, we do 


not advise buying on it. There is not adequate 


By A. T. MILLER 


ALLIES are not unusual immediately after the 

market has fallen to new lows, given an over- 
sold position as a result of a temporary saturation- 
point in bearishness, and plenty of shorts to run to 
cover. There were substantial rallies following each 
downward thrust in the market last October and 
November, the last of which fanned out into an 
intermediate recovery lasting to early February. 
None proved to have any bearing on the main trend. 
Probably the present one does not. Presumptively, 
we are still in a bear market. 

Up to this writing the Dow-Jones industrial 
average — the most widely used measure of stock 
prices which held above its previous bear-market 
low in the May sell-off — has made up roughly a 
third of the ground lost from the February high to 
the mid-May low. A retrace of one-half would take 
it to about 174; while one of two-thirds would carry 
to 177. Anything from a third to two-thirds would 
fall within the usual limits of normal technical re- 
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SUPPLY OF STOCKS 
(AS INDICATED BY TRANSACTIONS AT DECLINING PRICES) 


DEMAND FOR STOCKS 
(AS INDICATED BY TRANSACTIONS AT RISING PRICES). 
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TTHE MARKET 1S A TUG-OF-WAR....CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS” 
—THE MAGAZINE OF WALL ST.- 1909 
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most 
evidence that the main downtrend has termi- sar we 
nated. Business indications, on balance, ap- any c¢ 
rospe 

pear such as to imply further tests of market oe 
stamina in due time. et 
goes. 
main. 
spring 

Dow . 
May 1 

versals. We need hardly emphasize that what it will f other 
actually amount to is unpredictable. Also not of ast 5 
much importance, because there is no more reason} Detter 
why one’s basic investment policy should be affected either 
by bear-market rallies than by minor bull-market ed o 
reactions. so by 
The 

Broad Indexes Sluggish Thus Far . 
In the market’s decline from the February high] ‘se’ . 
various indexes or averages had a persistent lead} Perce! 
on the Dow industrials. These included our broadf ~ Y® 
weekly indexes, and the Dow rail and utility in-} "™S® 
dexes. The chances are that what they do on the} 2 ©& 
current rally wil again “tell the story” more realisti-| marke 
cally than the Dow industrials. It does not amount  @Vera 
to much so far. Over the past two weeks our indexes f Presse 
of 304 stocks and of 100 high-price stocks recovered § 1938 
only 77% of the loss recorded in the single pre from 
ceding week (that of May 12-17); and our index off 3’ 
100 low-price stocks only 69%. The 46.1% 
Dow utility average is also sluggish} that « 

The rails had the best rebound last] 1929 

week that they had enjoyed in some} have 

S20 months, but short-covering could have} Years 
been the main story. If so, it will be aj Summ 

i short story. Certainly there is nothing been 
300 in the railroad outlook—with another  &20Ug 
290 considerable boost in labor costs in thef exact 
280 offing — which would seem calculated sonal 
270 to induce either investment buying or much 
speculation for six-months’ . capital} Profit: 
- gains. One 
250 can g 
240 Market Support Indicator 17 lov 
had Still Unfavorable late s 
is oul 

Our Support Indicator (see accom- holds 
panying chart) reflects a moderately} SPYns 
narrowed deficit of support, but the} }8 not 
lines remain widely seperated. While extrel 
most investors have been doing little,J &™&. 
leaving the market pretty much tof Perce! 
professionals, it is evident that public erate. 
interest on the buying side is consider- (in a 
ably less than it was during most off Mare! 
the period between last October and rathe 

February. It is always greater after On 

the initial sharp bear-market than in for a 
later stages, when there is some tan- off th 

gible evidence of deterioration in the for a 
economic situation. The point is worth devel 
There 
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For ourselves, we do not have 
any conviction about short-term 
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verge of the period when sea- 
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spring, the seasonal low in the 
Dow. industrials was made in 
May in 7 cases, in June in the 
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other eleven. In each year of the 
last 50 years, this average has 
bettered the May - June low 
either in July or August. For 
the entire 50 years it has done 
so by an average of 16.7%. 

There are a couple of things 
to be noted about this record. 
The 16.7% average “summer 
rise” has been distorted by huge 
percentage gains in certain years 
— years of violent bull-market 
rise, or when there had been 
an exceptionally violent bear- 
market decline, or when the 
average was at an extremely de- 
pressed level. For instance the 
1938 summer spurt (figured 
from May-June low) amounted 
to 37.5%; that of 1933 to 
46.1%; that of 1932 to 82.0%; 
that of 1931 to 30.7%; that of 
1929 to 32.4%. In short, there 
have been a number of other 
years in which only moderate 
summer-rise profits could have 
been made even by one lucky 
enough to guess the exact May-June low and the 
exact July-August high. In other words, the sea- 
sonal tendency, which many observers are making 
much of, is far from a source of assured short-term 
profits. 

One conclusion to be drawn is that if the market 
can get well into June without breaking the May 
17 low, the chances are that it will not do so until 
late summer or early autumn. On the other hand, it 
is our impression — assuming that the May low 
holds — that there is not a sufficient technical 
spring-board for a really big summer rally. There 
is not the bull-market impulse to provide it, nor an 
extremely depressed price level, nor the technical 
“energy” set up by violent preceding decline. The 
percentage fall from the February high was mod- 
erate. The violation of previous bear-market lows 
(in accurate price measures) was by a moderate 
margin. Comparatively speaking, this is still a 
rather sedate market. 

On this reasoning, we would not do any buying 
for a summer rise. But where selling has been put 
off this far, there is something to be said for trying 
for a better selling spot this summer. Washington 
developments may or may not affect the outcome. 
There is great interest in whether Mr. Truman will 
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veto the labor and/or tax bill, and whether either 
or both vetoes will: be sustained. There could be 
temporary market encouragement or discourage- 
ment in this news. But it will not be basic. 


Market Cannot Discount Accurately Today 


The forecasting ability of the market in predict- 
ing curtailed business activity and sharply reduced 
corporate earnings is a topic of continued debate. 
The market has generally turned down in advance 
of business but today our country is embarked on 
a most significant era, which is discussed fully else- 
where in this issue. With so many foreign political 
disturbances which will affect us in our new role of 
world leadership it is probable that the prognosti- 
cating ability of the market in relation to business 
will be more and more impaired. Domestically, too, 
such events as the break up of the major coal nego- 
tiations by Mr. Lewis’ 30% wage rise demands on 
May 31, cannot be foreseen with any exactitude. At 
present the implications of stock price trends cannot 
be considered bullish. 

We are in a top area of business volume and 
prices. It can be spread over a period of some 
months, as was the (Please turn to page 293) 
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singly and in some de. 
tail. 

To begin with, it 
may be appropriate to 
stress one important 
fundamental factor, 
Our active participa- 
tion in the first World 
War lasted only about 
half as long as in the 
second war. During 
World War I, we had 
a combination peace- 
war economy and only 
about 25% of total 
national output was 
for war purposes.. Dur. 
ing the second war, 
our economy was mo- 
bilized for war on an 
all-out basis; an esti- 
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Y n the opinion of many observers, the stock market 
by its recent action seems to have concluded that the 
period of immediate postwar prosperity may be 
about over and shortly lead into a break similar 
to that of 1920-21, that in short, the cyclical pat- 
tern experienced at that time will repeat itself with 
only minor deviations. There is much in the present 
situation, and in the trends in the making, that 
would appear to confirm such an expectation, as we 
shall see later. Yet it must also be recognized that 
the world today is a different world in many respects, 
and that important fundamentals are in sharp con- 
trast with those prevailing after World War I. In 
many ways, present conditions not only are no par- 
allel to those of 1920 but also arise from casual 
factors that in themselves point up important basic 
differences between then and now. If so, it is cer- 
tainly not unreasonable to assume that ultimate 
effects will also follow a different course. 

A good many similarities in the respective post- 
war situations are readily established; we find them 
in virtually every sector of our economy. Then as 
now, we had shortages, booming production, price 
inflation, strikes, a price-wage spiral, inventory 
booms and finally identical public reaction to high 
prices in the form of consumer resistance. At the 
end of each war, our national debt had expanded 
heavily and our money supply was greatly swollen 
but in these particular fields we also find enormous 
differences in degree. To bring out the real meaning 
of both, similarities and dissimilarities, it will how- 
ever be necessary to discuss the various factors 
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mated 70%of produc. 
tion went into the war 
effort. Also, World War 
II was far more de- 
structive, and affected 
a far greater area of 
the world. As a result 
of these two factors, 
we find that the ac. 
cumulated needs in our 
own country as well as 
~, of the world at large 
are now infinitely 
greater than at any 
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time in history. This 
alone may be respons- 
ible for a marked var- 
iation in our respective 
postwar experience in 1920 and 1947. 


Relative Inflationary Factors 


World War I touched off forces that—in a free 
economy—sent prices of manufactured goods up 
some 127% and farm prices some 134%. During 
World War II, prices were held down by Govern- 
ment control and at the end of the conflict, the gen- 
eral price structure had risen only about 32% com- 
pared with an over 100% jump at that stage, after 
World War I. When during the latter part of 1946, 
the price plug was finally pulled, it resulted in final 
price advances of manufactured goods to 77%, farm 
prices to 180%. Thus while the pattern was dif- 
ferent, the ultimate net effect of both wars was a 
strong price inflation, though the current situation 
points up a relatively greater imbalance in the price 
structure than after World War I. 

Then as now, rising prices led to a strong inflation 
of living costs, culminating in strikes and a wage- 
price spiral. After both wars labor costs rose steeply 
but today there is this additional and fundamentally 
immensely important question: Can costs be reduced 
as rapidly under present conditions as was the case 
in 1920-21 when trade union membership was only 
about one-fifth of what it is today, and when the en- 
tire climate of industrial relations was so different? 
Today labor is far more strongly entrenched and the 
general wage structure more rigid than after World 
War I. To that extent we have lost a good deal of 
price flexibility which in turn will make price readjust- 
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ments a task considerably 
more difficult. 


POSTWAR COMPARISONS 





Inventories Today 


After both wars, we had 
great inventory booms, nat- 
ural forerunners of the in- 
itial postwar production 
booms. Inventories after each 
war climbed steeply but 
after the first War, it would 
seem, they were pushed up 
far more recklessly, while in 
the latest instance there was 
much greater awareness of 
the danger inherent in over- 
extension, thus a relatively 
sounder inventory policy has 
prevailed. Thus inventories 
today are by no means exces- 
sive in relation to. sales 
though naturally they may 
become so whenever sales vol- 
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ume will drop sharply. For 
the moment they are unbal- 











anced (but rapidly improv- 
ing in this respect) rather than unwieldy. Business 
on the whole is better prepared for, and thereby less 
vulnerable, to any future price decline. 

The entire complex of prices-wages-costs is of 
course intimately connected with monetary factors 
and in this particular field, divergencies are marked. 
The primary cause of our latest price inflation is 
found in the tripling of our money supply as a result 
of the wartime expansion of bank deposits and cur- 
rency. The rise in wages and industrial costs was a 
contributing, though secondary factor. And the lat- 
est war having been so much more costly than the 
first, credit expansion was correspondingly more pro- 
nounced. What’s more, war spending is unproductive 
spending’; after the borrowing ceases (and the war 
was largely financed by borrowing), the inflated 
money supply remains while there is no correspond- 
ing supply of goods. Thus barely one-sixth of today’s 
money supply of $165 billion 


the vital fact it represents—the greater or lesser 
money supply. And in the face of the enormous 
credit expansion, production has scarcely doubled in 
physical volume. We thus have to face a perma- 
nently depreciated dollar, meaning that the rise in 
commodity prices cannot be reversed to any great 
degree though naturally some correction’ will be 
forced where prices have risen disproportionately. 
However, it would seem that a price slump of the 
severity we experienced in 1920-21 is hardly likely. 
Sharply declining prices would quickly bump against 
a far more rigid and higher “floor” of costs, particu- 
larly wages. 

In line with our vastly increased money supply, 
purchasing power has risen enormously. In 1920, 
national income was at an annual rate of $74.2 bil- 
lion, and dropped to $59.2 billion in 1921. This com- 
pares with $83.3 billion in 1929 and $70.8 billion in 





(currency and deposits) ex- 
isted in 1920, and this alone 
makes a world of difference. 


Money Scarce Then— 
Abundant Now 


Other divergent factors 
stand out. Back in 1920 there 
was a relative scarcity of 
money and the boom then 
was largely strangulated by 
soaring interest rates. Today 
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money is plentiful. Nothing 
of the kind can happen at 
this time with interest rates 
fixed at record low levels, 
with banks holding some $75 
billion of Government bonds 
on which they can at any 
time borrow funds from the 
Federal Reserve System. Im- 
portant, however, is not so 
much the interest rate in it- 
self, significant as it is, but 
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1939. Today, it is running at an annual rate of about 
$177 billion. Savings deposits today at $34 billion 
are more than double those of 1920; additionally 
the public holds Government bonds of some $90 
billion whereas back in 1920, such holdings by com- 
parison were infinitely smaller. It is this accumula- 
tion of actual and potential purchasing power that is 
likely to force prices to a permanently higher 
plateau even if the money supply should no longer 
rise, which is doubtful. What’s more, the present 
rate of money turnover — despite an acceleration 
since early in 1946 — remains relatively low; it 
doesn’t even match the rate during the Thirties. 
Once it gains momentum, as it will under reason- 
able price conditions, it can be productive of a tre- 
mendous business boom. 

It may be well to recall, however, that a big 
money supply alone is no absolute safeguard against 
a depression. If it remains idle, it will be of little 
use. To make it work requires incentive and confi- 
dence in the outlook. Both today do not exist in the 
desired degree. 


World War | Debt Relatively Small 


Here again, we note distinct differences in the 
economic climate as it existed after the two wars. 
World War II, being far more costly, has left us 
with a national debt of some $260 billion that 
makes the cost of World War I look puny by com- 
parison. A big debt calls for big budgets, and big 
budgets require high taxes if deficit financing is to 
be avoided. Thus we have now peace-time budgets 
of some $40 billion annually, and a continued high 
income tax structure that in the last fiscal year 
yielded some $27 billion in revenues, a heavy drain 
on income and currently generated purchasing 
power. By comparison, the income tax structure in 
1920 was ridiculously low, just as today’s is burden- 
somely high. As an incentive to business, quite apart 
from its stimulating effect on individual purchasing 
power, sharply lower taxes would be a highly effec- 
tive move. The question is: Can we ‘afford it? 

After the first World War, we could get along on 
an almost nominal income tax structure and still 
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live within our national income. Today it is doubtfy 
whether we can do so even at present high ta 


rates. Apart from servicing our huge debt, we musif 


maintain an expensive military establishment. The 
world situation is quite different than after Worll 
War I. Then the world, tired of war quickly settle 
down to peace. The world today is equally, if not 
more tired of war but peace has not yet come an( 
this uneasy situation imposes a heavy burden. § 
do the demands imposed on us in the interest of 
world reconstruction, demands far heavier than they 
ever were during the heyday of our post-World War 
I lending spree. 

Worldwide reconstruction needs will strain ow 
export abilities to the limit along many lines. This 
year alone we are headed for $15 billion worth oj 
exports, one-half of it to be financed by this country, 
While exports of such dimensions will importantly 
sustain economic activity, it necesarily can be mw 
more than a temporary stimulus. The wide gap be 
tween exports and imports cannot long continue 
nor can we afford to lend or give dollars (goods) 
indefinitely. More direct investments abroad wouli 
probably be a much sounder course than continue 
huge loans of money. 


Basic Postwar Conditions Stronger Today 


‘Elsewhere in our economy, we find other forces 


—chiefly factors of strength — when we compared 


1947 and 1920. Our industrial capacity today is 
greatly enlarged, more modern, more productive, 
geared to tremendous volume. Our labor force is 
not only more numerous but more skilled. While we 
have a large population, we also find that produc. 
tion has grown faster, thus giving promise of 3 
further rising living standard which is already at : 
new high. Our agriculture has never been in a 
healthier condition; our banking structure is emi- 
nently sounder and stronger than in the Twenties 
Undeniably also, there continues to exist a strong 
latent demand for goods, notably for durables, that 
can be expected to be activated as soon as a more 
sensible price structure has been restored. This 
applies particularly to housing, now lagging because 
of excessive building costs. 


Costs and prices are central elements in the pres- 
ent uncertainty over the outlook; the distortion that 
has occured constitutes the principal minus factor in 
our tally of postwar economic forces. As the record 
shows, deflation of costs and prices in 1920-21 was 
accomplished relatively rapidly, after which business 
enjoyed several years of considerable prosperity. 
The longer term outlook for the durable goods indus- 
tries where demand is large and urgent, promises a 
similar sustained era of good business after the cur- 
rent price-cost readjustment has run its course. Main 
question is: Can costs be reduced as rapidly under 
present conditions as a quarter of a century ago? 
The answer to this question holds the key to the 
prospective length and severity of the corrective 
period now in its initial stages. What are the pros- 
pects? 

Two factors may make labor more cooperative in 
the process of cost reduction. One is that the inevit- 
able prospect of unemployment, as business turns 
downward, may well bring lower labor costs through 
increased labor efficiency, perhaps more rapidly than 
now seems likely. Another is that labor can 
no longer count (Please turn to page 294) 
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By GEORGE W. MATHIS 

Many American corporations are today potentially 
in position to make larger distributions to their 
stockholders, either through increases in the regular 
divident rate, or through extra payments on their 
equities. This is a consequence of abnormally high 
war-time profits, followed by continuing substantial 
post-war earnings, and aided by elimination of the 
Excess Profits Tax, utilization of tax-carry-back 
credits, and transfer of funds from reserves for post- 
war contingencies not now required. 

On the other hand, certain organizations, beset by 
intensified competition in their particular fields, or 
by declining demand for their products, will doubt- 
less be inclined to follow a more conservative course 
with regard to dividend payments, at least until the 
outlook for earnings over the next several months is 
more clearly defined. 

The ehart at the beginning of this survy presents 
total net income and dividend payments of all Amer- 
ican corpo ations from 1935 through 1944. These are 
the latest U. S. Treasury figures available. Supple- 
menting this data, we may state that incomplete 
figures for 1945 indicate that approximately 50% of 
earnings for that year were paid to stockholders; 
while in 1946, these approximated about 45% of total 
earnings. 

Considering first the more favorably situated or- 
ganizations, we may state that the tendency toward 
increasing disbursements to shareholders has been 
notable since the end of last year, inasmuch as over 
300 corporations have paid higher dividends thus far 
in 1947, than in the same months of 1946. It is 
pertinent to mention that the general corporate prac- 
tice has been to defer possible increases in regular 
dividends or possible extra distributions on common 
equities until the final months of the fiscal year, in 
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order that a reasonably accurate estimate of earn- 
ings could be obtained. 


Reasons for Increases A RE 


To a considerable extent, therefore, these in- 
creases in payments above the rates previously pre- 
vailing reflect confidence on the part of managements 
that earnings will be maintained on a satisfactory 
basis for the remainder of the fiscal period. They 
indicate a desire to share with stockholders the bene- 
fits consequent upon increased earnings; and to the 
extent that such payments are made, the purchasing 
power of the real owners of the corporation is en- 
hanced, with resultant advantage to the national 
economy. 

In view of the substantial rise in the cost of living 
during the past few years, these larger distributions 
are greatly welcome by investors throughout the na- 
tion. Moreover, inasmuch as increases in regular divi- 
dend rates, as well as anticipated extra distributions, 
often find reflection in a generally higher market 
price level for the securities of the particular com- 
panies making these larger payments, the “estate” 
of such investors is enhanced to the extent to which 
the value of their holdings rises in the securities 
markets. Assuming a continuing favorable economic 
climate, and maintenance of satisfactory profit mar- 
gins, such equities will have a tendency to be quoted 
at market prices somewhat above the average of all 
issues. 

It must not be overlooked, however, that not every 
instance are corporation directors actuated by mere 
motives of generosity to stockholders. Sometimes 
Uncle Sam provides the stimulus—through Section 
102 of the Federal Revenue Code. The purpose of 
this provision is to prevent the retention of a dis- 
proportionately large part (Please turn to page 294) 

















Companies in Position to Increase Dividends 
















































































"1947 No. Rates 
Net Per Com. Share Interim Earn. Current Consecutive 1946-7 Indicated C.A. 
946 1945 Com. Share 12 Mos. ears Price Recent Yield* to 
Company Fiscal Year Per Divs.(f]) Div. Paid Range Price (%) oe ES COMMENT 
Ae ° L d d for modernized 
| Amer. Brake Shoe Co.. $3.50 $2.51 $1.39 Mr3 $2.00 46 64!/2-36 38 5.3% 3.9 pel pr ol of Pri prs 
| sustain operations at good levels, 

‘an . i , “Gia, nity Senay A apriao 1061/>-863 ~ ag i 2 Leadi factor i tai 

American Can Co. 2.40 4.23 3.00 25 106!/-8634 88 3.4 3.2 per coaee peoPrgias earl per 
wider profit margins anticipated. | 

Amer. Metal Co., Ltd. 2.01 1.55 1.20 Mr3 1.00 i 4359-2554 28 3.6 2.5 American and foreign mining en-| 

‘ terprises important. Annual oper. | 
ations profitable since 1934. 

FQ eae aa =a - are at ee = 

Bohn Aluminum 4.66 6.99 1.04 Mr3 2.00 23 73'/2-34 35 5.7 2.2 Automobile industry absorbs 40%, | 
of production. Substantial sales | 
volume seen for 1947. 

a ict 07 ce " : -291 Need f fa equi me t, 

Case (J. |.) 1.07 3.16 1.60 8 55 -29!/, 32 5.0 8.3 pie il lh eo sae, 
1947 prospects. 

Flintkote Co. 2.82 1.33 1.35(a) 1.45 14 467/,-24 25 5.8 3. Stabilization of construction costs 
expected to release large orders 
deferred by price uncertainty. 

rae oe = 7 alll 4 98 Mr _— <9 34! z Wo 5 Large demand cted to sust in 

Hudson Motor 1.51 0.42 0.98 Mr3 0.40 5 3412-12! 15 27 29 orehtt. — vases youn per 
among independents. 

National Gysum.—s2.21.~—St'i(‘i “CS S*C«iT M3 OSOSCOSSCtC88WYG-145QOCOT 09 Wide distribution of Ameri 

National Gysum 2.21 0.51 0.73 Mr3 0.50 8 33'/4-1454 17 2.9 5.7 pk coe Bd a 
delivery of finished products. | 

National Lead 2.46 1.45 1.50 42 * 4054-253, 27 5.6 3.5 Need for replacing farm equip- | 
ment suggests improvement in 
1947 earnings. | 

ge ies. —— ee : —- —— E = a 

Pittsburgh Plate Glass. 1.92 1.53 0.38 Mr3 1.20 49 483/,,-32!/, 34 2.4 2.9 Current plant expansion program | 
reflects confidence in outlook for 
well-sustained profits. 

? 5-283 Products used in automoti d 

Raybestos-Manhattan. 2.63 2.44 0.99 Mr3 2.00 19 491/-283/, 30 6.6 3.5 pi ot ag ee at 
anticipated from various fields. 

Scovill Mfg. Co. 2.61 2.37 1.90 92 47-29%, 31 6.1 5.0 Has begun extensive plant expan- 
sion. Consistently good earnings 
over past decade. 

Shell Union Oil 2.44 213 0.81 Mr3 1.00 I 433/,-241/, 25 4.0 3.8 Record demand for petroleum 
products expected to sustain op- 
erations of satisfactory levels. | 

Simmons Co........ 5.08 2.34 2.00 12 567-27!/, 30 6.7 3.2 Resumption of normal building 
activities expected to stimulate 
demand for company’s products. 

Sterling Drug Co. 3.60 2.60 0.96 Mr3 1.00 46 63-3534 38 2.6 2.4 Industry characterized by sales | 


stability. Good profits shown even | 
in depression years. | 





f=Including extras. 


*=Based on current 12 mos. dividends, including extras. 


(a)=12 weeks ended March 31, 1947. 
Mr3=3 mos. ended March 31. 





Companies Expected to Follow Conservative Dividend Policy 





Amer. Agricul. Chem....$4.80 


$2.77 


$1.02 Mr3 


$3.00 14 531/2-34!/, 


36 


8.3% 


3.6 


Industry plant expansion programs 
suggest eventual sharp competi- 
tion when farm demand recedes. 








American Woolen 21.86 


14.63 


5.00 Mr3 


15.00 


7034-26!/2 





32 


(c) 


3.7 


Kentucky mill closed by lack of 
orders. Further comments in text. 





| Bayuk Cigars 2.38 


1.72 


0.82 Mr3 


3.25(a) 24'/2-181/4 


20 


16.2 


3.8 


Higher prices for cigars render 
them vulnerable to effects of 
lower purchasing power. 





Cuban-Atlantic Sugar... 4.25 


3.14 


2.62'/2 8 3654-1834 


20 


13.2 


3.3 


Resumption of severe price com- 
petition may restrict earnings of 
Cuban producers. 





Federated Dept. Stores 3.70 


2.16 


2.32(d) 


2.62'/(a) 34//2-19 


21 


4.0 


Transition from “‘sellers’’ to ‘‘buy- 
ers’ market in retail field may 
retard earnings progress. 





Household Finance... 2.43 


1.05 Mr3 


1.65 35!/2-27 


30 


5.5 


2.8 


There has been agitation in some 
sections of U. S. for reductions in 
interest rates. | 





National Distillers... 5.01 


1.48 Mr3 


4.75(b) 3234-175 


30 


15.8 


2:5 


Prospective over-supply of certain | 
distilled spirits may retard earn- | 
ings progress of liquor companies. 





Owens-llls. Glass... 4.53 


3.30 


4.92 Mrl2 


3.00 41 100 -71% 


72 


4.2 


2.2 


Revival of sharp pre-war compe- 
tition may restrict profit progress | 
over longer future. | 





eC es 


2.08 


2.50 


z 


41-31 


32 


4.2 


Anticipated lower retail meat | 
prices could adversely affect 
profit margins. 





20th Century-Fox (790 


2.07 Mr3 


4.75 6 6374-2634 


28 


17.6 


a3 


Uncertain admission price situa- 
tion among factors making for 
uncertain near-term outlook. 





f=Including extras. 


Mr3=3 months ended March 31. 








*=Based on current I2 mos. divs., including extras. 


Mrl2=12 months ended March 31. 


(a)=Adjusted for 2 for | split in 1946. 


(b)=Adjusted for 3 for | split in 1946. 


(c)=See comment in text. 
(d)=26 weeks ended Feb. |, 1947. 
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By H. F. 


vy) hat widely familiar ‘“dollar-down-and-dollar-a- 
week” idea which blazed the way for this country’s 
unprecedented boom in consumer goods gradually is 
emerging from its wartime eclipse. Wage earners 
once More are turning to installment companies for 
funds with which to pay for new automobiles and 
household appliances rapidly becoming plentiful 
again. Now that credit companies apparently have 
turned the corner, the steadily expanding volume of 
business points to assured recovery in earnings. 

A review of this phase of banking, involving ex- 
tension of billions of dollars of credit annually, is 
particularly timely in view of the fact that the 
House Banking Committee has begun consideration 
of legislation aimed at relaxing onerous restrictions 
on borrowing. Pressure is growing stronger for eas- 
ing or removing Regulation W imposed by the Fed- 
eral Reserve Board several years ago as a curb on 
consumer purchases of household goods during the 
war, thereby releasing manufacturing facilities for 
more essential requirements. 

As production of consumer durable goods ex- 
pands in the months ahead and urgent deferred de- 
mand is satisfied, the need for modification of regu- 
lations will become more evident. This is stressed by 
representatives of manufacturers and distributors 
who have appealed to Congress for speedy relief. 
Federal Reserve Board requirements, after the slight 
change last December, provide that down payments 
in all major classifications must be not less than 
one-third of cost and debit balances must be paid in 
15 months. These terms apply to items costing more 
than $50 and less than $2,000, including automobiles, 
refrigerators, washing machines, ranges, etc. In the 
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TRAVIS 


case of furniture and floor coverings the down pay- 
ment may be as low as 20 per cent. 

“This means that a poor man can’t buy an auto- 
mobiles,” Representative James C. Davis, sponsor 
of a measure seeking decontrol of credit, was quoted 
as saying. 

Elimination of Government control over credit for 
motor car purchases also has been requested by 
the National Automobile Dealers Association, which 
points out that as pre-war production levels are 
reached resentment against credit regulations deny- 
ing “an honest man a new car on reasonable time 
payments will be quick and decisive.” 


Six Reasons for Optimism 


Aside from the agitation for removal of Federal 
Reserve Board shackles, the installment credit busi- 
ness looks forward to persistent recovery and a new 
high record in volume of receivables. Basis for op- 
timism is found in such factors as the following: 

(1) Industrial employment is holding at a level 
exceeding anything experienced prior to the war and 
precedent indicates that the trend of installment 
financing follows the course of national disposable 
income. Most purchasers of automobiles and expen- 
sive household appliances, such as refrigerators and 
washing machines, have become accustomed to pay- 
ing for them out of current income rather than 
savings. 

(2) A substantial increase in output of motor cars 
and home furnishings has made possible a com- 
parable growth in installment sales. The ratio of cash 
purchases from savings accounts has been declining 
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rapidly, indicating that credit financing soon may 
reach its historical proportion of total retail business. 

(3) The sharp advance in prices of goods financed 
implies a permanently higher volume of receivables 
purchased by credit companies even though the 
number of items involved increases more slowly. 
Automobiles, for example, are 40 to 50 per cent 
more costly than in 1941, which means that the 
buyer of a car has to borrow a larger amount than 
would have been the case on a lower price base. 

(4) The turnover in business has been accelerated 
by Regulation W, the wartime curb imposed by the 
Federal Reserve Board. This measure, which prob- 
ably has handicapped customers of modest means, 
virtually assures contract fulfillment and obviates 
defaults, but the shorter term of the loan also re- 
duces charges collected by the credit company be- 
cause loans are paid off more rapidly. 

45) The widespread expectation of a business 
recession has tended to encourage buying on time so 
as to conserve savings for a possible “rainy day.” 
The ratio of savings to total current income has been 
declining since the end of the war and funds accum- 
ulated for patriotic motives in recent years were 
substantially reduced while workers were idle be- 
cause of strikes last year. Thus a considerable 
portion of workers must rely on credit for home 
furnishings. 

(6) New activities developed during the war to 
replace consumer goods financing offer an additional 
source of income that previously scarcely had been 
tapped. Such operations include management of 
small manufacturing concerns, financing textile mills 
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and operations of insurance companies. The interest 
in fire and casualty risk operations has grown until 
it has become an important source of income. 
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Growing Bank Competition 


As might be expected, the profitable business of 
credit financing has attracted competition. Commer. 
cial banks have invaded the field in a manner that 
indicates an intensive bid for available business, 
Thus rates may be lower than ever before. Although 
bank competition may cut margins for the orthodox 
credit companies, it should not prevent a continued 
expansion in business, for total borrowings promise 
to exceed all pre-war records. 

As a matter of fact, the large finance companies 
have developed exceptional advantages over commer: 
cial banks in going after motor car business and 
appear well situated to continue their dominance 
of this line. The banks, on the other hand, have the 
“inside track” in obtaining residential repair loans 
by reason of their original interest in home mort- 
gages. Whereas automobile dealers usually try to 
direct business to the finance companies, such as 
General Motors Acceptance, Commercial Credit and 
C.I.T. Financial Corp., contractors and_ builders 
normally recommend commercial banks which al- 
ready hold mortgages on homes being remodeled, or 
in which new equipment such as plumbing is being 
installed. 

An idea of the growth potentials looming ahead 
for principal credit concerns may be gained from 
the fact that total installment sales volume still is 
low in relation to disposable income. In the years 
just prior to the war consumer credit kept pace with 
payrolls, except that in depression years borrowings 
fell more precipitately than total income. Since the 
beginning of the war, however, installment business 
has dwindled in the face of a rise of more than 100 
per cent in disposable income. Total consumer credit 
reached a level last year approximating the 1941 
volume, while the national income ranged 38 per 
cent above 1941 and stood at a level 225 per cent 
of the 1935-1939 average. More 

Moreover, of total consumer credit outstandingfiaye f 
last year only 41 per cent fell in the installment salesfiontrac 
category, while the remaining 59 per cent repre ervice; 
sented loans by commercial banks on a single ma-fiific ey 
turity basis together with charge accounts and s0¢fientally 
called service credit arranged by physicians, dent-fyyrance 
tists, etc. Before the war installment credits usuallyfmedit ¢ 
represented from 50 to 60 per cent of total consumelfipy th, 
credit. It is interesting to observe that financing ofhteryice 
motor cars took only 6 per cent of total consumetfompan 
credit last year, compared with 20 per cent in 194] frantage 























and an average of 15 to 19 per cent in a normal year} Noty 
for rapi 

Home Modernization Increasing larly e 

strictio: 


Installment loans arranged to finance home mod- kompan 
ernization or purchases of household equipment in-[hej; pl 
sured under the Federal Housing Administration} ec; 
programs accounted for 25 per cent of installments the ¢ 
credit extended last year. Inasmuch as the bulk offtosts 
this business went to commercial banks, it is not 0 re-OT 
surprising that such loans written by commercidlkyring 
banks increased substantially. Trade figures indi-konnel. 
cate that banks last year held a larger volume of prolong: 
non-automobile retail receivables than at the end offhat 16 
1940, while the total held by finance companies atkystaing 
the end of 1946 approximated only three-fourths of 
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erestB their December, 1940 volume. Banks had recovered 
until, larger share of their pre-war motor financing, too, 
ne. Band at the close of 1946 held automobile retail re- 
ceivables to the extent of about 90 per cent of the 
1940 total, whereas the finance companies’ auto re- 
ceivables stood at less than 30 per cent of their 1940 
SS off total. 
mer.— This might suggest that the non-banking finance 
thathcompanies may face tough competition from the 
ness,fpanks. The fact of the matter is, however, that 
oughBbanks held a relatively small total of the auto 
odoxf“paper” at the end of 1940 and, because of the 
nuedfnecessity of making larger down payments now, 
misefmany customers apparently turned to banks to ar- 
_ Jrange short loans where ordinarily they would have 
aniesBysed finance companies if the pre-war arrangements 
mer-fhad not been prohibited by Regulation W. Removal 
andfof this restriction and return to normal operations 
lance #should work in favor of the more experienced credit 
e thefcompanies when down payments are cut: to 15 or 20 
loans per cent of purchase price. 
nort-§ The credit companies have a strong advantage 
‘y tofwith their plans for financing dealer purchases. At 
h asthe moment, the need for wholesale credit is limited 
; andfbecause new cars rarely remain in dealers’ hands for 
Idersfmore than a day or two and shipments usually are 
h alfsmall. In ordinary times, however, finance compa- 
d, orfnies extend credit to dealers on floor stocks at at- 
eng ftractively low rates. It has proved to be a strong 
factor in building good will. In return, dealers en- 
hheadfdeavor to direct retail financing to such credit com- 
fromfpany. So-called “dealers’ reserves” are set up to be 
ill isfused to cover losses that may result from reposses- 
yearsfsions. In view of the fact that losses of this type in 
with the past have been small, these reserves have been 
vings#distributed periodically to participating dealers. 
e thefHence, “dividends” have provided an additional 
Inessfsource of profit for dealers. This program provides 
1 10093 strong incentive to recommend the credit company 
reditffor financing retail sales. 














} per Inclusive ‘Packaged” Loans 
cent 
| Moreover, the large credit companies 
idingfiave facilities for offering “package” 
salesfontracts providing insurance, towing 
eprefervices, bail bond and various other spe- 
| Mafific credits. This business, which inci- 

SHientally contributes volume to the in- 

€l-fsurance and casualty companies in the 
ually feredit company’s group, also is profitable 
umelifor the parent concern. The complete 
ng Okervice thus rendered gives the finance 
umélkompany another strong competitive ad- 
194I}rantage over independent agencies. 
yeal.| Notwithstanding the favorable outlook 
for rapid expansion in time sales, particu- 
larly if Congress should act to remove re- 
strictions, earnings of principal credit 
mod- companies presumably will not recover 
it IMtheir pre-war status as rapidly as volume 
atiothf receivables. The chief reason for a lag 
ments the fact that rates have been reduced. 
k Olfosts also have been increased incident 
$s NOlty re-opening offices that had been closed 
arcial uring the war and in training new per- 
indi-fonnel. Indications are, however, that the 
1€ Oprolonged decline has been checked and 
nd ofthat 1947 may see the beginning of a 
: - sustained improvement. 
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Of the five major finance companies, public in- 
terest centers on the two largest: C.I.T. Financial 
Corp., with assets of $474.5 million and Commercial 
Credit, having assets of $306.4 million. The others 
are General Motors Acceptance, a wholly owned non- 
consolidated subsidiary of General Motors Corp., As- 
sociates Investment Co. and General Finance Corp. 

Because the General Motors subsidiary made no 
effort to diversify operations through acquisition of 
non-automotive enterprises, it sustained a loss last 
year of almost $4.5 million and its insurance sub- 
sidiary, General Exchange, lost an additional $2.8 
million occasioned by expenses incident to resump- 
tion of commercial activities. 

Net income of C.I.T. Financial fell to $4.5 million, 
or $1.27 a share, compared with a previous 1932 
depression low of $5.7 million, or $1.37 a share in 
1932. This showing also compared with $1.61 a share 
in 1945 and $6.36 a share in the favorable year 1937. 

Commercial Credit’s earnings held up relatively 
better at $4.9 million or $2.15 a share, compared 
with $5 million or $2.40 a share in 1945. The peak 
was reached in 1937 at $13.6 million, or $7.10 a 
share, and the low point was reached in 1932, when 
net income fell to $140,000, resulting in a deficit 
on the common stock, after allowing for dividends 
on the preferred issues then outstanding. 

Manufacturing subsidiaries which had been taken 
over early in the war to fill a void created by sus- 
pension of installment financing proved especially 
helpful last year, when insurance operations also 
suffered an adverse trend. In the case of Commercial 
Credit, for example, whose gross insurance premiums 
rose to $23.5 million in 1946, compared with only 
$8.3 million in 1942, underwriting operations were 
unprofitable during the war except in 1943. Experi- 
ence of underwriters in the automotive field has been 
especially disappointing in the last two or three 
years, but premium rates now have been advanced 
and this action together with gradual elimination 
of antiquated cars may achieve satisfactory results. 

New automotive financing implies a larger volume 
of insurance operations. (Please turn to page 292) 
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Home repairs and modernization have 
been the reason for many loqns. 
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By E. K. T. 


CONGRESS is determined to fulfill at least one cam- 
paign pledge. It is practically certain that the law- 
makers will quit July 31. By that time, the leaders 
assure, there will be a substantial cut in the cost of 
operation of the federal government with a natural 





WASHINGTON SEES: 


At least there is a chance of the Nation getting 
a comprehensive picture of current costs of relief 
program for overseas and an index to judge the 
ability of this country to carry such an overload, 
if Congressman John Taber of New York suc- 
ceeds in incorporating into a single measure all 
of the funds recommended for foreign aid. 


Taber, House Appropriations Committee chair- 
man, intends to include in this omnibus bill not 
only the 40-million dollar Greek-Turkish aid pro- 
gram and the 350-million foreign relief bill, but 
also the funds necessary to defray costs for army 
occupation, additional aid to Korea and Inter- 
national Refugee Organization contributions. 


Undoubtedly it is desirable to acquaint the 
people and their representatives with the amount 
it is going to cost the Nation on foreign commit- 
ments but there is a question as to why occupa- 
tion costs of the army should be charged off as 
relief. It would seem that portion of Rep. Taber's 
plan should be included in the War Department 
appropriations bill. 


Fears have been voiced that Chairman Taber's 
unusual proposal is designed to arouse opposition 
to voting the full amount authorized by Congress. 
It is to be noted that both the Greek-Turkish au- 
thorization and the foreign relief measure pro- 
vides for spending up to 400 million dollars and 


350 million dollars. The size of the grants actually 
will depend upon the size of appropriations yet to 
be voted. But for the Appropriations Committee 
to deny the Administration the full amount auth- 
orized for the relief program would amount to 
repeal of policies already decided by Congress. 








slash in taxes; there will be a labor law—but not the 
law that was envisioned by the committees of either 
house, and there will be a nibble at public debt cut. 
The current session can hardly be accurately de 
scribed as a do-nothing congress: The members in 
creased their own pay! 


HAROLD STASSEN the former governor of Minne 
sota who hopes to capture the republican nomination 
for President (and believes that is all that is neces. 
sary to ensconce him at 1600 Pennsylvania Avenue) 
evidently needs the services of a good economist. His 
plan to devote 10 percent of this country’s annua 
production for overseas aid for the next 10 years 
sounds very good in the abstract. But the Department 
of Commerce translates that into a 14 billion dolla 
gift each year—10 percent of an annual production 
of food and goods which tops 150 billion dollars. 















HENRY A. WALLACE naturally isn’t hoping for de 
pression but actually sees an economic bust as his 
vehicle to the Presidency. The former vice president 
has a Washington office and a staff working towar( 
the goal. The staff recently tipped its hand by set- 
ting out to reorganize a Wallace for President Clu) 
which has been out of active existence since their 
candidate was ousted from the Cabinet. Newspaper 
advertisements and other forms of publicity heralded 
the new birth. The theme was that depression al 
ready is here, that the savior is Henry Agard Wal. 
lace, The response, Wallace headquarters admitted, 
was somewhat short of sensational. 


PROBABLY on the theory that it worked once and 
could repeat, Gov. Thomas E. Dewey is eyeing the 
senate’s war production investigation committee as 4 
likely springboard. He has nominated William Rogers 
his former associate in the New York City district 
attorney’s office for general counsel and with domina 
tion of the committee by the Northeastern section off 
the country he’ll probably win his point. With a con, 
ceded record of administrative success in his homé 
state, Dewey then could be expected to appear befor# 
the committee. Clouding his plan, however, is thé 
fact that the committee was originated by a forme} 
senator named Harry S. Truman. 
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The German food crisis brought headlines which 
4 WUE wouldn't be written by anyone who had read the Hoover 

report. He had spelled the situation out carefully, 
stated the nged for shipments of edibles to carry on 





























blame. It declined to provied deficiency appropriations 


until the next harvest. Congress must take part of the 
Gf. / G. for immediate food shipments, hastened the crisis. 


State Department is closely watching the re- 
action of German civilian population to further tightened 
VIL belts, but also is keeping an eye on Russia to observe 
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any attempt which might be made to build Red prestige, 
undermine American, through offers of food. That 
tactic was tried in France, not without some success. 














Occupation authorities in the American Zone may 


have to do some explaining. Actual collections of grains in Germany have fallen’ 
from the estimated one million tons to 700,000 tons. As of March 1, United States 
officials knew collections were 100,000 tons under estimates. 

















John L. Lewis decision to open negotiations with northern and western coal 
operators, leaving the southern operators to be dealt with later, means that he has 
abandoned, at least temporarily, his demand for industry-wide bargaining. 





























Probable payoff in his strategic game will be eased transition from govern- 
ment to private operation of the bituminous coal mines. If Lewis and the operators 
representing 75 per cent of the national production succeed in ironing out their 
problems before July 1, when the mines revert to their owners, the southern operators 
will be under terrific pressure to "go along" on the same pattern. 





























it's too early to hope that a nationwide strike can be averted in July, 
despite the favorable aspects as of today. Lewis hasn't even submitted his full 
set of demands as yet. His Canadian affiliates still are out on strike. Labor and 
Interior Departments wonder if he's only playing for time. 








Back from his world tour, former Gov. Harold Stassen made it known to Repub- 
lican Congressmen who met with him behind closed doors that he's in the GOP Presi- 
dential nomination fight all the way, not standing out in the open merely in the hope 
that the lightning will strike. He will, he said, challenge Gov. Dewey in New York, 
Senator Taft in Ohio, and anyone else who bobs up in a statewide primary. 




















Such contests would be measures of strength without hope of victory. 
Stassen is not bemusing himself that he can win over either Dewey or Taft in their 
respective states, any more than he would concede either of them a chance in a 
Minnesota primary. 


Expected first challenge will be in New Hampshire, the first state to vote 
a Presidential preference, or in Wisconsin. Senator Bridges will walk away with the 
New Hampshire vote but the relative standings of Dewey and Stassen might prove 


interesting. 


Stassen headquarters in Washington believe Dewey will have about 300 pledged 
delegates when the convention comes to order. Taft is thought to have a prospective 
200 and Stassen thinks he can count on 120 for a starter. 
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Happy delegate hunting grounds will be in Pennsylvania where Senator Martin 
will be the favorite son with no thought of staying in the race, in Illinois where 
Gov. Green will drop out early, and in California where Gov. Warren is not -- at 
present -- considered a serious contender but will carry the state vote in his pocket, 








Government statisticians are drawing interesting inferences from the con- 
sumer credit situation -- installment credit, service credit, single payment loans 
and charge accounts. These have reached a record total of 10 billion dollars, an in- 
crease of 44 per cent for the year and double the amount of consumer credit outstand- 
ing in the middle of 1944. Yet, the Department of Commerce points out that the volume 
still is far below what might be expected on the basis of pre-war relationships to 
income. 











Granted is the fact that there has been incentive to rapid growth of install- 
ment loans and charge accounts in the past year. Relaxation of Federal Reserve Board 
regulations has played a major part. Also, the increasing supply of durable goods, 
automobiles and household equipment -- usually bought on time. Finally, and impor- 
tantly, the statisticians are finding that the public is running out of surplus cash 
acquired during the war years when prices were controlled and there were fewer con- 
modities for civilians to buy. 
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they see a buying slump ahead, or at least fear it. In any event, they are tracing 


a trend to the prewar pattern of consumer buying, with credit, rather than savings, 
being used to bolster purchasing demands. 
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Reserve System. At present such controls rest upon an Executive Order, signed in 
1941. The Federal Reserve Board haus definite views on the subject: unless Congress 
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wiped out. No half-way measure will satisfy. 








Of interest to the building industry is a message reportedly in course of 
preparation by Presidential advisors to give a permanent existence to the wartime 
merger of the scattered federal housing agencies. There may be a political strategem. 




















If either house of Congress fails to reject the proposal within the required period, 




















it automatically becomes law. 


While some government, officials demand lower prices, Congress is asking 
businessmen what they think is going to happen to prices in the last half of 1947. 
The joint House-Senate committee on the Economic Report is sending questionnaires to 
600 leaders of business, industry, trade, finance, agriculture and labor in an 
effort to appraise the economic future. 


























set for it by its sponsors. Production from this point out is not likely to be im- 

pressive. Many manufacturers are having money trouble. The Reconstruction Finance 
Corporation is ready to go as high as 80 per cent of financing for production loans, 
but some of the firms are having difficulty covering in the other 20 per cent. Private 


financing won't take in the slack. 


Department of Commerce suggests air conditioning may become the country's 
next billion dollar industry. While the big sales now are being made to stores, -res- 


taurants and hotels, the industry has its eyes on the almost untouched market of 














- private dwellings. Portable units may be the answer. Lighter metals will reduce the 








cost and weight, promote salability, the federal agency and the industry believe -- 
and hope. 
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By V. L. HOROTH 


yy * declared aim of the Truman Doctrine 
is to combat communism by raising the standard of 
living of peoples outside of the United States. To 
this end, we have made an offer of our economic 
aid. In Western Europe, anxious not to take sides 
too openly as yet, the blunt language of the Truman 
Doctrine is reported to have been accepted officially 
with a certain reserve. But there are definite indi- 
cations, and many of them, that President Truman’s 
message has inspired millions of people of Western 
Europe with hope and courage. There are signs that 
today the demands of the communists are being 
opposed with growing firmness. More progress has 
been made in the last two months in the isolation 
of communistic influence in the political life of 
Western Europe than during the previous two years. 
This is particularly true about France, the key 
state in Western Europe. In a sudden cabinet re- 
shuffle, undoubtedly precipitated by the Truman 
Doctrine, the _ socialist Premier, M. Ramadier. 
gathered enough courage to drop the communists 
altogether. For the first time since the liberation 
(except in the short-lived Blum Cabinet), the com- 
munists are without any influence in the French 
Government. Although it is still too early to record 
any improvement, their elimination will probably 
be reflected before long in the progress of Frenc! 
reconstruction. Private initiative should be encour- 
aged, and the French business man, who has be- 
come resigned in the face of communist obstruc- 
tions, will be able to plan ahead and to take part in 
the economic rehabilitation of the country. 
Communists are practically non-existent in Switz- 
erland, the most prosperous of European countries. 
They have little to say in the Netherlands; in Bel- 
gium communists were ousted from the Government 
coalition some time ago. In Portugal and Spain. 
they have, of course, been outlawed. The only ex- 
ception is Italy. The resignation of the de Gaspari 
Government last month may have been inspired by 
a hope of forming a Government without the com- 
munists, which would please the United States. But 
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the Italian socialists, who are in many respects more 
radical and more pro-Russian than the communists 
themselves, are unwilling to join a coalition in which 
the communists would not be represented. 


Private Enterprise in Western Europe 


If the United States is going to combat totali- 
tarianism by encouraging the individual private en- 
terprise system, the chances of succeeding in 
Western Europe are probably better than anywhere 
else in the world, outside of the British Empire and 
Latin America. Despite extensive government con- 
trol of business during the war and extensive 
nationalization in one or two countries, the conduct 
of economic activities in Western Europe is still 
largely dependent upon private enterprise. For the 
purpose of this study, Western Europe comprises 8 
states with a population of 135 million, or somewhat 
less than the United States, but an area about one- 
fourth of that of this country. In normal times, the 
purchasing power of Western Europe, taken as a 
yroup, was probably second only to the United 
States. 

There is still another side to the preservation of 
the private enterprise system in Western Europe. 
four of the countries (France, the Netherlands, 
belgium and Portugal) have important colonial em- 
vires. If the free enterprise system survives in the 
another countries, it is bound to be preserved in the 
olonial areas also. 

In Switzerland, the individual private enterprise 
system needs no bolstering. It is probably more pri- 
ate than in the United States, since wartime regu- 
iutions were not so extensive there as here. Judged 
iy the postwar expansion of Swiss trade, it is also 
as enterprising as in the United States. Business in 
Portugal is also relatively free. Few wartime regu- 
lations have survived, except those regulating im- 
ports and foreign exchange transactions. Despite 
considerable wartime industrialization, Portugal re- 
rnains basically an agricultural country, specializing 
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in the export of such specialties as wines and cork. 
In both Switzerland and Portugal, railroads have 
been government-owned for some time. 

There has been no nationalization of industries 
in Spain, though railways are mostly government- 
owned. Although the encouragement of private en- 
terprise has been an avowed national policy, Gen- 
eralissimo Franco’s Government is nevertheless in 
business, and competing directly with private in- 
dustry. The Government got into business in 1941 
through the so-called National Institute of Industry 
(INI) which was organized to foster infant indus- 
tries essential to national security. The Government 
was supposed to withdraw when the new industries 
got on their feet—but has not. The INI-controlled 
companies get their imports duty free. 

Belgium’s remarkable recovery has been due to 
the fact (among other things) that the Government 
interference with private enterprise was kept to a 
minimum, even during the most difficult post-libera- 
tion period. All private enterprises had to pay a 
stiff capital levy, and the profits are subject to a 50 
per cent tax. On the other hand, there are only a 
few government controls left, and outside of the 
early liberation period, when the communists were 
still in the Government, the Belgian industrialist 
has not had to worry that his factory would be 
nationalized. There has been some talk about the 
nationalization of coal mines and of gas and elec- 
tricity industries, but probably nothing will be done 
about it at this time. 

In the Netherlands, private enterprise is still sub- 
ject to extensive and severe control, partly because 
of huge “floating purchasing power” and partly be- 
cause of heavy destruction of productive facilities. 
There has been no nationalization except that of 
the central bank. Private enterprise is encouraged 
particularly where new industries or the moderni- 
zation of the old ones is concerned. 

Despite a heavy dose of socialism, private enter- 
prise in France still plays the leading role in the 
country’s economy. The nationalization has affected 





the most important coal mines, the Renault Motor 
factories, the Bank of France, business banks, gas 
and electricity companies, and some insurance com- 
panies. The merchant marine is subject to partial 
nationalization, with Government control over all of 
it. Before the war, the Blum Government national- 
ized the railways and a part of the armament and 
aviation industries. Just now, France is in the 
process of digesting, so to speak, the nationalized 
enterprises, most of which have apparently been 
mismanaged. In the eyes of French business men, 
they should be returned to private ownership. On 
the other hand, the socialists and communists who 
have succeeded in writing into the new Constitution 
that every enterprise constituting a national public 
service or a monopoly should be owned by the com- 
munity, look for the extension of Government own- 
ership to new fields if they stay in power. It is this 
uncertainty about the future that keeps the French 
business man from planning too far ahead. 

Of all Western European countries, private enter- 
prise has been the most restrained in Italy. Al- 
though there has not been any nationalization, the 
Government controlled last year through the Indus- 
trial Reconstruction Institute—a Fascist institution 
founded back in 1928 to aid tottering industrial 
enterprises—about 60 per cent of the steel industry, 
90 per cent of the ship building, 100 per cent of the 
steamship lines, 65 per cent of the telephone net- 
work and 35 per cent of the electric power. More- 
over, the Government’s grasp on private enterprises 
is still being tightened. This is being done through 
the Government’s advance of funds to the employers 
to meet their payrolls. This is due to a “standstill” 
arrangement under which the employers were for- 
bidden to discharge their workers, so as to avoid 
unemployment on a large scale. 


Our Help Is Needed Now 


From the viewpoint of private enterprise in 
Western Europe, the declaration of the Truman 
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Doctrine could not 
have come at a 
more propitious 
time. The recon- 
struction has 
reached a critical 
stage. Western 
Europe has just 
emerged from one 
of the hardest win- 
ters in history. The 
output of goods 
has suffered a set- 
back; there is less 
available for do- 
mestic needs and 
for export. The 
discouraging point 
is that next winter 
is likely to be 
equally difficult, in 
view of the ex- 
tremely poor har- 
vest prospects. The 
wheat crops in 
France and Italy 
are expected to be 
almost as low as 





Central Feature News 


Encouraged by the Truman Doctrine, Premier Ramadier (left) dropped commu- 
nists from the French Cabinet. He is shaking hands with his predecessor, Leon Blum. 


low as during the invasion winter of 1945-46. 


There seem to be only two alternatives. 
there will have to be more “austerity,” 


attendant danger of 


stoppages, bankruptcy and, 


calism. Or, 


Either 
with the 
dissatisfaction, work 
eventually, social radi- 


labor 


to hold the gains that have already been 


made in rehabilitation, more help will have to come 


from the outside. 
This help will have 
to come from the 
United States, be- 
cause, by chance, it 
seems that we shall 
have one of the 
largest harvests on 
record. 

From the viewpoint 
of the United States, 
the problem resolves 
itself into tiding 
Western Europe over 
for another year. The 
cost will again be 
substantial, though 
perhaps not as large 
as in 1946 when our 
contribution to recov- 


ery in France was 
estimated at $1,200 


million, and to recov- 
ery in Italy at $720 
million. As _ will be 
seen from the accom- 
panying table, the 
U.S. dollars loans ex- 
tended to the four 
Western European 
countries have aggre- 
gated around $3 bil- 
lion since the end of 
the war. 

From the viewpoint 
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of Western Europe, 
the task is to mo- 
bilize gold and for- 
eign exchange 
holdings, to push 
exports, and to se- 
cure sufficient loans 
for financing a con- 
structive import 
program. Such a 
program must in- 
clude ways of ob- 
taining sufficient 
foods and of main- 
taining the flow of 
raw materials and 
capital goods to 
prevent any stall- 
ing of the rehabili- 
tation program. 
The financing of 
import require- 
ments should pre- 
sent no difficulties 
in the case of 
Switzerland and 
Portugal. Neither 
of the two has any 
rehabilitation plans anyhow. The Swiss holdings of 
gold and foreign exchange are around $1.5 billion, 
and those of Portugal nearly $750 million. Spain 
too will probably go on, as she did in the past few 
vears. Neither is Belgium expected to have any 
serious difficulties in balancing her international 
accounts. The 1947 deficit (Please turn to page 290) 





| DOLLAR LOANS MADE TO FRANCE 





2% 


| 
| Sept. 1946  $160,000,000 
| Grand Total $3,000,000,000 


U. S. Dollar Loans Granted to Western Europe since the end of the War 


| Interest Term Purpose 
| By the Export-Import Bank 
| Sept. 1945 $550,000,000 aie ve 29!/2 years for winding up of lend lease 
June 1946 650,000,000 3% 25 ce for raw materials and equipment 
By the U. S. Treasury 
June 1946 $720,000,000 2%, 34 5 for the purchase of surplus property 
| By the International Bank 
| May 1947 = $250,000,000 BW4A%+1% com. 30 a for equipment purchases 
| By the International Monetary Fund 
| May 1947 $25,000,000 Vy 10 4% for current purchases 
| DOLLAR LOANS MADE TO BELGIUM 
| By the Export-Import Bank 
Sept. 1945 $55,000,000 2%, 29'/, for winding up of lend-lease 
Sept. 1945 45,000,000 3% 15 3 for raw materials and equipment 
By the U.S. Treasury | Office of Foreign Liquidation Commissioner) 
Sept.1946 $49,000,000 234% 30 a for the purchase of surplus property 
DOLLAR LOANS MADE TO THE NETHERLANDS 
| By the Export-Import Bank 
| Sept. 1945 $50,000,000 234% 291,“ for winding up of lend-lease 
Sept. 1945 50,000,000 3%, 15 . for raw materials and equipment 
Mar. 1946 200,000,000 24% 2 a for raw materials and equipment 
Apr. 1946 10,000,000 WA% 26 months _ cotton credit 
By the U.S. Treasury (Office of Foreign Liquidation Commissioner) 
June 1946 $20,000,000 234%, 30 years for the purchase of surplus property 
Feb. 1947 10,000,000 234% 30 = for the purchase of surplus property 
By the International Monetary Fund 
May 1947 — $12,000,000 Wn-4%, for current purchases 
By private bankers 
May 1947 ~— $20,000,000 334% 10 e for the purchase of equipment (Kuhn, Loeb) 
DOLLAR LOANS MADE TO ITALY 
By the Export-Import Bank 
Oct. 1945 $25,000,000 2% 15 months cotton credit 
Jan. 1947 100,000,000 (earmarked) 


By the U. S. Treasury (Office of Foreign Liquidation Commissioner) 
To 29 


years for the purchase of surplus property 


























By HENRY L. BLACKBURN 


he major anxiety looming over the horizon is the 
possibility of a stalemate in current soft coal wage 
negotiations and a shutdown of mines when govern- 
ment operation automatically ceases at the close of 
this month. The automobile industry as well as other 
large consumers of raw materials know from bitter 
experience how disastrous a coal strike can be. Man- 
ufacturers are hopeful that differences between the 
bituminous operators and the United Mine Workers 
Union can be compromised without plunging the 
country into another crisis. Prospects for a satis- 
factory adjustment may depend to some extent on 
the new labor reform legislation. Assuming eventual 
removal of the potential coal strike obstacle, the 
motor industry’s optimistic 1947 goal should be 
reached. 

In considering the possibility of road-blocks for 
so important an industry as automobile manufactur- 
ing, it is interesting to review the primary sources 
from which trouble might emanate. Aside from the 
dominant factor already mentioned, the logical places 
to look for trouble include: 

(1) Shortage of critical materials. A continuing 
scarcity of steel sheets from which motor car bodies 
are pressed is the outstanding governing influence 
in limiting output. Although volume of this essential 
product is being moderately enlarged, supplies are 
unlikely to become abundant for several months at 
the earliest. Moreover, even if the quantity of steel 
sheets were substantially increased, other products 
such as copper and glass probably would prove inade- 
quate. Briefly, the industry may not be able to build 
up inventories of steel and other items over the near 
term, but on the other hand the flow of materials 
promises to become more satisfactory unless a coal 
strike should occur and, hence, production seems 
unlikely to be seriously hampered from this stand- 
point. 

(2) Labor efficiency and productivity. Recent suc- 
cessful completion of wage contract negotiations be- 
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Avoid 
Serious Roadblocks ? 


tween the United Automobile Workers and leading 
manufacturers seems to assure harmonious relations 
in the industry. Efficiency and productivity have im- 
proved in the last year despite numerous handicaps 
even though they still fall short of pre-war stand- 
ards. Until the availability of labor becomes exces- 
sive or abundant, management may lack the power 
to attain desired results along these lines, but so 
long as the trend is favorable and more modern ma- 
chinery can be installed, these factors present no real 
hazards. As a matter of fact, the economic induce- 
ment needed to spur management to greater pres- 
sure for efficiency is virutally removed by the strong 
consumer demand for cars enabling manufacturers 
to charge prices that compensate for unnecessarily 
high labor costs. 

(3) High prices and slackening demand. Although 
the “Big Three” and probably most of the independ- 
ents have sufficient orders on hand and in view to 
assure ready disposal of maximum production for at 
least several months to come, somewhere along the 
line the industry must face the prospect of resistance 
to high prices. This problem may not present a road- 
block in the foreseeable future, and for that reason 
scarcely deserves consideration in appraising the out- 
look for securities, but it is a problem to which man- 
agement is giving serious consideration for action in 
1948 or later. Adjustments must be made to enlarge 
the market for new models when the large deferred 
demand has been filled and used cars no longer com- 
mand current liberal values. 

(4) Recession in business. It is difficult to envision 
a setback in business activity of such magnitude as 
would adversely affect sales of new automobiles. 
Psychology plays an important part in determining 
customer wants and sudden changes in buying habits 
rarely conform to precedent, but it seems apparent 
that manufacturers could adopt several expedients— 
such as more intensive advertising — to simulate 
sales in event a deterioration in sales interest should 
develop. Accordingly, the automotive industry seems 
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relatively immune from depressing influences in gen- 
eral business. 

Assuming no serious obstacles will be encountered 
in manufacturing and that production in the last 
half of the year may compare favorably with satis- 
factory results in the first six months, it may be 
well to consider earnings trends of principal pas- 
senger car manufacturers and the popular independ- 
ents. Liberal margins that were obtained in the first 
quarter may be shaded to some extent in coming 
months. Increased wage rates granted in connection 
with new contracts mean higher operating costs un- 
less larger volume and greater efficiency can be 
achieved. One or two manufacturers have advanced 
‘prices to compensate for rising costs, but for the most 
part the industry seems prepared to be satisfied with 
somewhat narrower margins. 

If list prices are not raised and if no further man- 
ufacturing economies can be effected, earnings for 
the year may fall somewhat short of the annual rate 
indicated in the first three months. This might mean, 
for example, that Chrysler would earn quite a little 
less than $19.76 a share which was the annual rate 
set by the company in the March quarter. Even if 
profits fell 20 to 25 per cent and results for the year 
should come only to $12 or $14 a share ($6 or $7 on 
the new stock) nevertheless, this would be an excel- 
lent showing and would compare favorably with 
optimistic expectations forecast for the early post- 
war years. Before the war Chrysler’s best year was 
1936 when earnings amounted to $14.25 a share. 

Specific figures to support the belief that public 
demand for motor cars seems likely to continue 
strong recently were presented by the National Auto- 
mobile Dealers Association. In a survey of 375,000 
customers’ orders in 68 cities, the Association 
learned that orders for new cars are more than 


‘double the number that dealers expect to receive 


from manufacturers in the remainder of the year. In 
the trade it is generally believed that additional or- 
ders readily could be obtained if dealers were in 
position to assure any reasonably early delivery. The 
survey showed that cancellations had approximated 
only 16 per cent of total orders received. Since the 
beginning of the year, cancellations have been rela- 
tively few. It has been impossible to determine the 
percentage of duplicate orders that may have been 
placed but dealers indicate this situation presents no 
problem for the immediate future. 

In view of the promising outlook for sales, manu- 
facturers are continuing to strive for higher pro- 


duction schedules. There is disposition, however, to 
avoid construction of new plants. In fact, General 
Motors recently announced abandonment of plans 
for construction of new manufacturing facilities 
which had been contemplated for a new light weight 
six-cylinder passenger car. The continued shortage 
of essential materials apparently was the determin- 
ing factor influencing managements to postpone ex- 
pansion programs. High construction costs and diffi- 
culties in obtaining necessary building materials also 
may have been important considerations. 

Output has shown steady improvement thus far 
this year, however, chiefly as a result of removal of 
handicaps on the flow of materials. Production for 
the industry in March and April exceeded the 
monthly average for 1941 but short suspensions in 
several plants in May threatened to hold down the 
number of vehicles for the month to around 400,000 
which would be slightly under the 1941 average of 
427,482. Total production of the industry in United 
States and Canada as compiled by Ward’s Automo- 
tive Reports compares as follows for the first four 
months of the year: 


1947 1946 
ee 373,872 126,082 
February ...... 399,717 84,109 
Maren ....-..-- 442,242 140,738 
Apyll .......... 440228 248,108 


It is interesting to observe that independent man- 
ufacturers have made relatively a better showing 
than the “Big Three.” For example, the larger com- 
panies have not yet attained a monthly output equal 
to the 1941 average while the remainder of the in- 
dustry has done well enough to bring about the im- 
provement already observed. In March production of 
the “Big Three” approximated 335,000 cars, com- 
pared with a monthly average in 1941 of 352,639. 
In April the major companies had a total output of 
about 342,000 cars which still was slightly below the 
1941 average. Much of the progress accomplished by 
the independents occurred among truck manufactur- 
ers including Reo, Diamond T and International Har- 
vester. Among the passenger car companies, the 
newcomers, Kaiser-Frazer and Crosley, contributed to 
larger output than six years ago, while Nash-Kel- 
vinator, Hudson and Willys Overland showed sub- 
stantial gains. 

With total domestic and Canadian production of 
passenger cars and trucks reaching slightly more 
than 1.6 million cars in the first four months, it is 

































































Current Net Per Share — = . . “oA 
Ratio Pre-War War 1946 Price 

Assets to 1938-41 1942-45 Fiscal 1947 1946 1946-47 Recent Earnings Dividend 

Liabilities Average Average Year Interim Dividend Price Range Price Ratio Yield 
Chrysler Corp... 2.4 $7.68 «$5.81 $6.18 = sS$4.94Mr.3 $3.00 ~—s'41-75/4 $98 15.9 3.1% 
General Motors... 3.3 3.73 3.63—siT—Ci“‘SéSC‘*dCSAZ MW 2.25 80%-47%, 55 312 41 
Graham Paige . 2.2 def. .35 28 def. 91 en Se OS eee eo 
Hudson Motor Car. 2.9 def. 59 .96.—S—S—=«d;SSI (a) 98Mr3 4034-124 
.. Sey a Be eee eee 10%-3% 4 12.9 f 
Kaiser-Frazer ........ ay i ; def. 4.82 def. 4.83Ja.12 Nil - 1774-5 a: _ prcccn 
Nash-Kelvinator... 2.7. def. 18 79—(tsé‘«~CSitsti«‘i CMS %H-19 IS 25.4 3.3 
Packard Motor..—2.8 08 25 32 def. .08Mr.3__ Nil 12%- 5p I ees 
Reo Motors... 2.3 def. .67 3.24 7.37 ‘2.76Mr3 1.50  34%-20 28 38 53_ 
Studebaker _. 2.2 64 1.32 40 .70Mr.3 50 38!-16 8 = 45.0 2.8 
Willys Overland _.. 2.0 def. .47 1.16 .08 .30Mr.6 Nil 26%4- 6% 8 1000 
(a)—Before non-recurrent loss equal to $.20 per share. Mr.3—For 3 months ended March 31. 
Ja.12—For 12 months ended January 31. Mr.6—For 6 months ended March 31. 
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estimated that 1947 out- 
put may approximate 
the 1941 total of about 
5.1 million vehicles. If 
there should be no labor 
trouble and if critical 
materials should become 
more abundant in the latter part of the year, output 
might run as high as the 1929 figure of more than 
5.6 million units. The prospect of a 6 million car year 
seems out of the question before 1948. 

As has been mentioned, earning prospects seem 
promising although results for the year may not 
reach the optimistic figures indicated by first quarter 
results. There have been indications that costs of 
items such as fabricated metal parts, ignition sys- 
tems and batteries may advance as result of wage 
increases granted by accessory manufacturers. Many 
of these companies follow the policy of valuing in- 
ventories on a first-in—first-out basis and with an 
exhaustion of low cost inventories, these manufac- 
turers have been instituting small price increases. In 
spite of this trend and higher wage rates granted by 
car manufacturers, most of the companies apparently 
have no intention of boosting prices of passenger 
cars. Accordingly, profit margins may be somewhat 
smaller through the remainder of the year. 

Although it is generally known that 1947 models 
command a premium of from $200 to $500 above list 
prices and that little or no sales resistance probably 
would be encountered if manufacturers increased 
selling prices, nevertheless managements 
apparently have reached the conclusion 
that such a policy would be in advisable 
from the longer term viewpoint. To coun- 
teract the unfavorable publicity given to 
so-called black market transaction in 
“used” post-war models, leading manufac- 
turers contemplate more intensive adver- 
tising emphasizing delivered prices of new cars so 
as to make the public conscious of the premium ex- 
acted by dealers specializing in “used” cars of re- 
cent make. 

The improvement in General Motors’ first quarter 
earnings was outstanding because in the early part 
of 1946 plants were closed down by a long strike. 
This company reported sales in the March quarter 
of approximately $804 million, compared with $75 
million in the same period a year ago. Net income 
amounted to $65.8 million or $1.42 a share this year, 
compared with $36.1 million and a deficit of 87 cents 
a share in the first quarter of 1946. The volume of 
General Motors was helped to some extent by non- 
automotive products, including diesel engines and 
household appliances. Orders received by the Electro- 
Motive division for diesels have been especially large 
for more than a year and this division has become in- 
creasingly important in the overall picture. The 
Frigidaire division recently announced production 
had begun of newly designed automatic electric 
washers, electric ironers and electric clothes driers. 
Sales of refrigerating units have shown substantial 
growth and the Frigidaire division also has become 
increasingly important as a sales producer. 

Chrysler had sales in the March quarter of slightly 
more than 223,000 vehicles with a value of about 
$317 million, compared with 108,000 units having a 
value of almost $150 million in the March quarter a 
year ago. Net profit for the three months amounted 
to $4.94 a share, compared with a deficit a year ago 
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of 19 cents a share. Chrysler stockholders are sched. 
uled to act on July 8 on the proposal for a two-for. 





ickers 
one split in the stock. Among the principal independ. central | 
ents, Hudson reported March quarter earnings equal B in produ 
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to 98 cents a share, compared with 9 cents a share 
in the corresponding period of 1946. 

Kaiser-Frazer Corp. has not reported for the first 
quarter, but management announced at the annual 
meeting that operations had reached a profitable 
basis. Production has been stepped up to a rate of §, 
almost 2,500 a week, or a monthly rate of about 
10,000, which would compare with 7,846 units in 
April, 6,300 in March and 5,500 in February. The Fg 
improvement in volume which enabled the company Ri 
to exceed the break-even point was accomplished 
through larger output of motors and progress in this ail a 
direction was achieved through direct operation of Hi 
the Continental Motors plant in Detroit. A substan- BM 
tial investment in stock of Portsmouth Steel Cor- Big 
poration, and the leasing of a blast furnace at 
Struthers, Ohio, have assured the company of a 
source of steel and pig iron, A good competitive asset & 
is their distributor organization of 136 distributors 
and 3,900 dealers. ‘¢ 

Nash-Kelvinator reported for the March quarter Fa 
(second of the fiscal year) profit of $4.3 million or 99 
cents a share, compared with a loss of more than $1 
million in the March quarter a year ago. Earnings in 
the first half of the fiscal year approximated $2 a 
shares. 

Packard failed to reach a profitable rate of opera- 

ations in the first quarter, reporting net 
loss of $1.1 million, compared with a loss in 
the first quarter of 1946 of $3.5 million. 
Management has indicated that a break- 
even point could be reached on a volume of 


approximately 15,000 cars a quarter. Pro- me 

duction in the first quarter came to 11,700 State 

units. conti 
Studebaker reported sales in the first quarter of Sine, 
17,470 cars, compared with 24,341 in the first three Was 
months of 1946. On a dollar basis, sales this year Mise 
came to $62.3 million, compared with $25.1 million in davis 
the March quarter of 1946. Earnings on a share basis be 3 
were 70 cents against a deficit a year ago of 6 cents larg 
a share. hoes 
Reo Motors reported sales volume in the first | man 
quarter this year of $14.1 million and net income J} pyar 
came to $1.3 million or $2.76 a share against $264,- ] shay 
000 or 55 cents a share in the March quarter last TT 
year. ject: 
Willys-Overland continued to expand output this man 
year with production in April reaching almost 8,000 | that 
jeeps and 2,900 station wagons. The management re- but 
cently announced plans for introduction of a two- hav 


wheel drive general purpose light truck and a panel 
delivery truck. These are designed to supplement the 
jeep passenger lines. In the first quarter of the com- 7 
pany’s fiscal year ended December 31, sales of about 





$30 million were reported together with net income ae 
of $332,000 or 6 cents a share. Earnings for the six jus 
months ended March 31, just issued, were 30 cents wal 
per share. con 

Considering the seem- shi) 
ingly promising outlook res 
for earnings, stocks of 4 con 
motor car manufactur- § cos 
ers May appear modestly §& the 
appraised — that is. by ble 
(Please turn to page 288) mo 
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25 Industries using oil and gas as raw materials 
irter ce: have been moving to this section while 
yr 99 . others already there have expanded their 





plant facilities. Above is one of the units for 










" $1 production of chemicals from petroleum nat- 
m * ural gas owned by Celanese Corp. of Amer. 
b2 a 
era- 
3S in 0 by British Combine 
lion. 
eak- By JOHN D. C. WELDON 
— The active condition of business and the spirit of dence, courage, industry, patience and determination 
700 confidence prevailing today in our South Central for which these people have long been noted. 
} States afford a striking, and decidedly wholesome, In area, this section comprises approximately one- 
pal contrast with the stock market pessimism of Wall fourth that of the United States total. Texas alone 
i Street and the depression forecasts coming from is larger than the 14 smallest states put together: 
= Washington. In the ten States located in the lower Rhode Island, Delaware, Connecticut, New Jersey, 
“ys Mississippi Valley, a great industrial development Massachusetts, New Hampshire, Vermont, Mary- 
sae during the war has been followed not by collapse but land, West Virginia, South Carolina, Maine, Indiana, 
wows by still further growth. A land once dependent Kentucky, and Virginia. 
rt largely on three products—cotton, cattle, and oil—is In population, the South Central States make up 
becoming diversified with almost the entire range of over one-fifth of the national total. From the accom- 
rst | manufacturing and other major industries, while panying table it will be seen that during the war 
me — branch plants are being established here by a large _ period this section as a whole had a slight decrease in 
04,- | share of the leading American corporations. civilian population, due chieflly to the large number of 
ast Today this section, where “great” and similar ad- people entering the armed services, except Texas, 
jectives are overworked because they apply to so with by far the largest population and a substantial 
his many different features, is forging ahead at atempo wartime gain, and Louisiana, with a smaller gain. 
)00 | that is surprising not only the rest of the country 
re- but even many of the people here, who only recently Wartime Shifts in Civilian Populetion in the | 
a, have fully awakened to their possibilities. Snesth Comtial ‘dea 
ne 
he Confidence Based on Realism ce wee aoe 
m- 2 Miles (000s) 1940-45 
t In the generally confident outlook found in the Alabama 51,609 2,812 om 9.1 
- South Central States, there is no disposition to ignore SS llaealldeiaa daa pip by —~ 88 
me ey ee ° DE dovcdaceeces guaaaacens . .740 — 2.8 
i or minimize the serious problems of postwar read- EET IE 40,395 2,578 ane Rh 
os justment which they now face. These include the a ee a= —_ +s 
1S | wartime inflation of agricultural prices and farm in- a... ae ae 
come, liquidation of war plants making aircraft and — pe —_ ~~ 
ships and other military goods, increasing buyer lille lie hla i 267.339 67874. 56 
, resistance to high retail prices, curtailment of new Total, S. Cen. 772,799 28,703 awe 
he construction because of excessive labor and material gg oR aM 8 bin 
costs, and a rising tide of commercial failures during | PT NM ; 
the past six months. To meet the problems inevita- 
ble during this transition period, and yet continue to Although the population is widely distributed in 
move ahead, calls for those qualities of self-confi- medium and small towns and on farms and ranches 
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throughout this sweeping territory, there are a num- 


ber of cities of 100,000 and upwards. These include, - 


in Texas—Dallas, Houston, and San Antonio; in 
Tennessee—Chattanooga, Knoxville, Memphis, and 
Nashville; in Missouri—St. Louis (largest city in the 
Southwest) and Kansas City; in Alabama—Birming- 
ham; in Kentucky—Louisville; in Louisiana—New 
Orleans; In Oklahoma—Oklahoma City and Tulsa; 
and in Kansas—Kansas City and Wichita. 


Great Oil and Natural Gas Wealth 


Oil and natural gas are the greatest single source 
of wealth in this section, and account for a major 
share of the total U. S. production. Most of the large 
integrated oil companies have wells and refineries 
here. Five have their headquarters in Oklahoma 
(Cities Service and Phillips Petroleum at Bartles- 
ville, Mid-Continent Petroleum and Skelly Oil at 
Tulsa, and Continental Oil at Ponca City) and one in 
Kentucky (Standard of Kentucky at Louisville). _ 

In Kansas there are Bridgeport Oil, and Derby Oil; 
in Arkansas the Lion Oil; in Oklahoma the Anderson 
Pritchard Oil, Bareco Oil, Blackwell Oil & Gas, Deep 
Rock Oil, Devonian Oil, and Eason Oil; and in Texas 
the American Republics, Cosden Petroleum, Gen. 
American Oil, and Gen. American Crude Oil. 

Other industries using oil and gas as raw material 
greatly accelerated their development during the 
war. Many of the oil companies, chemical companies, 
and rubber companies—often working jointly—have 
made large capital investments in new plants to 
make styrene and butadiene, and from them syn- 
thetic rubber. At Neches, near Port Arthur, Texas, 
is the world’s largest rubber plant. 

Other derivatives are natural gasoline, high-oc- 
tane aviation fuel, alcohols and solvents, ammonia, 
fertilizers, acetic acid, formaldehyde, pharmaceuti- 
cals, carbon black, paints, and asphalt. Prominent 
companies operating here include—to mention only 
a few—B. F. Goodrich, Firestone Tire, General Tire, 
Humble Oil (Standard of N. J.), Monsanto Chemical, 
and American Cyanamid. 

This section accounts also for a major share of 
the country’s lead and zinc, phosphate rock, bauxite 
(aluminum ore), sulphur, salt, helium, rosin, and 
turpentine. Well-known companies are Amer. Zinc 
& Lead, St. Joseph Lead, Eagle Picher, N. J. Zine, 
Freeport Sulphur, Texas Gulf Sulphur, Duval Texas 
Sulphur, Reynolds Metals, and Southern Acid & Sul- 
phur. Magnesium is produced from the salt waters of 
the Gulf by Dow Chemical, and from dolomitic rocks 
by International Minerals & Chemicals. Steel require- 
ments are being met in part by new or expanded 
plants using local iron ore, coal, and limestone, and 
the same is true of cement, gypsum and lime 
products. 

Glass companies such as Owens-Illinois and Pitts- 
burgh Plate have been attracted by the supplies of 
cheap natural gas and glass-bearing sands. Lumber- 
ing, using largely but by no means exclusively the 
fast-growing southern pine, and pulp and paper, are 
progressive industries represented by such companies 
as Long Bell Lumber, Champion Paper, and Gaylord 
Container. A government-owned tin smelter is lo- 
cated at Galveston. An increasing portion of ma- 
chinery, agricultural implements, oil well supplies, 
and automobiles, is now manufactured or assembled 
locally. 

Agriculture of Major Importance 


While agriculture has always been of major im- 
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portance in the economy of this section, its scope 
is now being augmented by the establishment of 
numerous industries engaged in manufacturing or 
processing farm products. It leads the world in the 
production of cotton and livestock, but also raises 
tremendous quantities of wheat, corn, hay, soybeans, 
tobacco, sugar beets, peanuts, rice, milk, and poul- 
try. Its vegetables and fruits are shipped to almost 
all parts of the U. S., and the citrus.crops of Texas 
are exceeded only by California and Florida. 

During the past ten years, the farm cash income 
from crops and livestock increased from $2 billion to 
almost $6 billion, as shown in the table. 











Farm Cash Income from Crops and Livestock | 
in the South Central States 
(In Millions of Dollars) | 
1936 1945 1946 | 
NE: Scanian $129 $259 $310 | 
RIN 9256 orga nis bin signs 'orsvng ais 142 292 451 | 
NNER G7 Gielans vinvs- sate plore Foe ey 274 772 891 | 
MINN 6a. ssn Rie tisletpciaeo one’ 136 434 417 | 
RIUM YD oo kG ae sciaea alec eieree:: 130 237 245 
PIII clot 50's: iete denotes 190 293 347 | 
le ere ee 256 708 839 | 
RPMNMNIRED! 5.0.5. s/crarone: sis caiae’v ce ae 144 430 499 
INOS. ain 0 555s oles osibaw eters 123 324 414 | 
Rr gis 655 0iiss Uae ser taiawel saree 47 1,147 1,356 | 
AG POs REINS? So6 fuses bes ds cereere 2,000 4,896 5,769 | 
EIS. “kG ccaetscwe beldene 8,212 20,781 23,934 

















It will be seen that the largest increase, measured 
in dollars, was in Texas, but that the sharpest per- 
centage increases were in Oklahoma, Tennessee, 
Missouri, Kansas, Arkansas, and Kentucky. 

Industries based upon farm products include flour 
milling and cereals, sugar, meat packing, brewing, 
distilling, soft drinks, canning, preserving, dairy 
products, and vegetable oils. Great textile and cloth- 
ing industries use local cotton and wool. Among the 
world’s largest organizations in their respective 
lines are Annheuser-Busch, International Shoe, and 
Liggett & Myers Tobacco at St. Louis, Sunshine Bis- 
cuits at Kansas City, and Wesson Oil & Snowdrift 
at New Orleans. Fishing from Gulf Coast ports and 
fish canning are both important commercially. 

Representative though smaller companies in 
Missouri include Allied Laboratories, Columbia 
Brewing, Falstaff Brewing, Coca-Cola Bottling, Cen- 
tury Electric, Emerson Electric, Fulton Iron Works, 
Brown Shoe, Champion Shoe Machinery, American 
Stove, Chase Candy, Dickey Clay, Curlee Clothing, 
Cook Paint & Varnish. 

In Alabama are Alabama Fuel & Iron, Continental 
Gin, and Alabama Mills; in Kansas the Beech Air- 
craft, Cessna Aircraft, Coleman Co., Fleming Co.; in 

















Manufacturing Corporations in the South | 

Central States Reporting Net Income | 

Over $5 Million in 1946 | 

Net | 

Year Income—000s | 

Ended 1945 1946 | 

Anheuser-Busch, Inc., St. Louis ........... 12/31 5,614 8,461 | 

Cities Service Oil Co., Bartlesville........ 12/31 7,815 
Continental Oil Co., Ponca City........... 12/31 15,143 19,014 
International Shoe Co., St. Louis .......... 11/30 5,569 5,449 
Gaylord Container Corp., St. Louis........ 12/31 =1,105 5,046 
Liggett & Myers Tobacco Co., St. Louis.... 12/31 14,939 18,369 
Mid-Continent Petroleum Corp., Tulsa...... 12/31 8,063 10,085 
Monsanto Chemical Co., St. Louvis.......... 12/31 5,318 10,084 
Phillips Petroleum Co., Bartlesville........ 12/31 22,572 22,625 
Standard Oil Co. of Kentucky, Louisville.. 12/31 3,530 9,441 
BRUTY SOM GO.5 UOIEO: «ois cscecccaveccscese 12/31 +=8,531 10,109 
Sunshine Biscuits, Inc., Kansas City........ 12/31 =2,633 6,365 
Wesson Oil & Snowdrift Co., New Orleans.. 8/31 2,820 4,965 
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Kentucky the Amer. Air Filter, Corhart Refrac- 
tories, Dixie Ice Cream, and Federal Chemical; in 
Tennessee the Amer. Snuff, E. L. Bruce, J. W. Car- 
ter, Davenport Hosiery, and General Shoe. 

While the industrial growth during the war 
caused a phenomenal expansion of many industries 
already established, and also brought in many en- 
tirely new industries, the condition nevertheless 
cannot be characterized generally as a ‘war boom.” 
This is because the industries are so well located 
from the standpoint of basic economic factors. 

One is the abundant and varied natural resources 
referred to above. Another is the availability of 
cheap power in the form of coal, lignite, oil, natural 
gas, and hydroelectric developments such as the 
Tennessee Valley Authority and numerous other 
publicly and privately-owned generating stations. 
Then, there is the good supply of capable and stable 
labor. Another is the comprehensive system of 
transportation covering this section and connecting 
it with every corner of the world by railroads, 
rivers, highways, air transport, and ocean shipping 
on the Gulf. Climate is varied, and in most sections 
mild. Finally, there is the vast local market among 
the 30 million people of this section for products 
and services of almost every kind and description. 


Industrial Revolution Was Overdue 


Many observers of this industrial revolution dur- 
ing recent years make the same comment, namely, 
that it was bound to come eventually, and the war 
merely hurried it along. In truth, the war “waked 
up” some of these States that had for years previ- 
ously been indifferent to the progress being made 
elsewhere. 

Of course it is inevitable that there will be some 
business casualties, not only of companies that ex- 
panded many-fold on war contracts, but also of 
small concerns in other lines that were established 
nearby and dependent upon them. Credit men will 
check shipments to this 
section just as carefully as 
to any other — perhaps 
slightly more so, in view of 
the rising failure curve 
since last October. 

A major share of the new 
industries locating in this 
section, however, seem des- 
tined to remain and to suc- 
ceed, according to the rail- 
roads which necessarily 
keep themselves closely in- 
formed on all phases of this 
migration. 

No section of the country 
is served by such an exten- 
sive network of railroad 
systems, most of which in 
recent years have improved 
both operating efficiency 
and financial strength. Men- 
tion should be made of the 
Alabama Great Southern, 
Atchison, Burlington, Cin- 
cinnati New Orleans & 


The major part of the total U. S. 
production of oil and natural gas 
comes from South Central States 
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Texas, Frisco, Gulf Coast, Gulf Mobile & Ohio, Illi- 
nois Central, Inter. Great Northern, Kansas City 
Southern, Louisville and Nashville, Milwaukee, 
M.K.T., Missouri Pacific, Nashville Chattanooga & 
St. Louis, New Orleans & Northwestern, Rock 
Island, St. Louis-Southwestern, Southern Pacific, 
Southern Railway, Texas & Pacific, Union Pacific, 
and Wabash. 


New Freight Rate Ruling 


How the recent Supreme Court Decision on 
freight rate differentials in the South will affect 
these railways, and affect industrial conditions in 
the South generally, is hard to foresee at this time. 
The decision upheld an Interstate Commerce Com- 
mission order for railroads to increase rates on 
manufactuied products in the Northeast by 10%, 
and to lower them by the same extent in southern 
and western states east of the Rockies. 

For many years there has been complaint that 
southern business was being discriminated against 
by the present rate structure, and the victory at 
the end of the long legal and political battle was 
hailed with jubilation by manufacturing and trade 
interests of the South, though naturally not by the 
railroads here. It is by no means certain, however, 
that this is really the end of the case. Altering the 
basic freight rate structure of the U. S. is an ex- 
tremely involved undertaking. Inasmuch as there is 
no telling when if ever the changes will actually be 
put into effect, the matter is not to be regarded as 
of imminent importance. 

Of vastly more practical importance at the pres- 
ent time is the factor of long-term upward growth 
in the income levels and living standards of the 
South. In recent years, these have been rising much 
faster than the average for the country as a whole, 
as may be seen from the next table. 

(Please turn to page 288) 
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Are DRUG 
COMPANIES 


Depressi on 
Fudf? 


By 
ROGER CARLESON 


While shares of the drug companies 
have been far from immune from 
downward price changes since the 
boom days a year ago, compared with 
most classes of industrials their de- 
cline has been relatively moderate. 
This is because holders of the drug 
shares have learned from long experi- 
ence that stability of income from 
this medium is a reasonable expec- 
tancy despite cyclical changes in the 
economy. Even during the depressed 
years of the early 1930s, 17 out of 20 
leading drug concerns continued their 
dividends without a break. Hence it 
is understandable that investors dependent upon as- 
sured income are reluctant to part with their hold- 
ings just because the general stock market takes a 
dive now and then. The fact is, though, that specu- 
lative pressure during the past 12 months has re- 
duced prices for many sound drug shares to a point 
where yields are considerably more attractive than 
formerly and long term appreciation potentials have 
been correspondingly enhanced. Not far Away may 
come a time when the most promising drug shares 
reach a “buy” stage for either desirable incomé or 
eventual profit, judging from the general outlook 
for the industry. 

To call the drug industry depression proof would 
of course be a mistake, but even though the much 
heralded slow-down in the economy becomes realistic 
in coming months, some segments of the drug pro- 
ducers should feel the impact to only a minor degree. 
In particular we have in mind the manufacturers 
of ethical drugs, such as Abbott Laboratories, Merck, 
American Home Products and Parke Davis, to men- 
tion a few. About half of the entire sales of the 
drug industry normally represent essential products 
in demand by physicians or prescribed by them. 
Regardless of the level of national income, accord- 
ingly, considerations of health tend to stabilize de- 
mand for these special products, and quality rather 
than price is a determinant factor. Profit margins 
on this class of business usually are satisfactory, 
especially since the elimination of excess profit taxes. 
There has been no urge to lift prices as a rule since 
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Photo by American Home Products 
Constant research has resulted in new products, such as penicillin and strepto- 
mycin, which are adding to the volume potentials of the drug companies 


the demise of OPA. While the rather spectacular 
uptrend in net earnings last year of most large con- 
cerns in the drug industry may be forced by natural 
factors to come to a near term halt, it seems unlikely 
to level off at or decline below average prewar fig- 
ures, satisfactory though these were. To the con- 
trary, in view of the 10 million growth in our popu- 
lation in recent years and the expansion in national 
income, the domestic demand alone for ethical drugs 
promises well for amply sustained volume during 
the balance of 1947. 


Huge Export Demand For Drugs 


Then, additionally, export demand for basic drugs 
has not only been tremendous since the termination 
of war but shows every indication of continuing at 
record levels for a long time to come. Now that 
German competition has been eliminated, countries 
both in desolated Europe and elsewhere, all over the 
globe, are turning to America for their supplies of 
medical essentials. The Latin-American countries, 
too, are spending large amounts of their accumulated 
gold supplies to finance imports of reputable Ameri- 
can drugs. According to the Department of Com- 
merce, it looks as if exports of domestic drugs may 
soon exceed prewar records by as much as ten times. 
Despite any possible easing of volume in the domes- 
tic field, accordingly, over-all sales of the industry 
should decline only moderately, if at all, for the 
full year. 
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As for materials costs, some of these have risen 
substantially during the past year, and to some 
extent they may tend to impinge upon profit mar- 
gins. Fine chemical drugs, for example on May 38rd 
had an index rating of 252.7 versus 211 a year ago. 
On the other hand, the indices for essential oils and 
imported botanical drugs have begun, to decline and 
are somewhat below last year’s level. During the 
coming second half year, there is more than a chance 
that materials costs all along the line may slowly 
decline, with consequent benefit to operating margins 
of the leading drug producers. In any event this is 
one more factor that may help to steady earnings 
results. Wage problems are relatively inconsequen- 
tial in this industry, due to the high degree of 
mechanization that is characteristic. Combined sal- 
aries and wages as a rule absorb hardly more than 
about 7% of gross revenues. 


New Products Enhance Volume 


Compared with prewar experience, the introduc- 
tion of new products such as penicillin and strep- 
tomycin has greatly enhanced volume potentials. The 
former drug only two or three years ago a rarity, is 
now produced on a very large scale to meet increas- 
ing world demand. Shortly the same thing will hold 
true for streptomycin, also, for sizable plants are 
being erected to produce this valuable item. Merck 
at present is the chief producer, but Parke Davis, 
Squibb, Vick and Pfizer are about ready to afford 
substantial competition. Due to sharply increased 
supplies, the price of penicillin is down fully 40% 
from a year ago, but quotations for streptomycin 
are holding firm around nearly $4 per gram, whole- 
sale. 

The outlook for producers of proprietary items is 
somewhat different from those centering upon ethi- 
cals. For one thing, pipelines of the distributors have 
now become rather amply filled, so that operations 
depend largely upon replacement demand. Inven- 
tories of wholesalers at the end of February were, to 
be sure, only about 22% above the status of a year 
previous, compared with 68% for wholesalers serv- 
ing a large group of other industries, but it 


down, as at present. Unless such efforts are quickly 
rewarded, it means higher costs and correspondingly 
reduced profit margins. But scanned by prewar 
standards, results for the proprietary division will 
undoubtedly be most encouraging for 1947, although 
in individual instances considerable divergence will 
become apparent. 


First Quarter Cosmetic Sales Off 


On general principles it might be thought the 
cosmetics branch of the drug industry is excep- 
tionally sensitive to changes in consumer buying 
power. Sales trends during the first three months of 
1947, which are thought to have shown a decline of 
about 25%, would support evidence of volume vola- 
tility. But expectation of lower prices, rather than 
lack of spendable dollars, probably accounts for the 
statistical change in this case. Admittedly, cos- 
metics come in the luxury class in theory, although 
are often considered indispensable by their users. 
While competition is intense in this field, consumer 
demand is built up by reliance upon reputation and 
extensive promotional] activities. For favored brands, 
relatively high prices are the rule, a fact well known 
to consumers. But under current conditions, slacken- 
ing demand probably is a sign of deferred rather 
than completely shut off buying zeal by many 
women. Purchase of medicinals, soap, tooth brushes 
and antiseptics, of course, are “must” items, but, 
temporarily at least, it is possible to scrape along 
with less desired brands of facial creams, hair 
washes and rouge. 

Past records show that long established producers 
of cosmetics like Lehn & Fink and Coty kept well in 
the black all through the early dismal years of the 
last decade; indeed, the former concern prospered 
remarkably during this generally dull period. Inci- 
dentally, Lehn & Fink reduced its first quarter 1947 
dividend to 25 cents per share from a previous level 
of 35 cents. This conservative step was due probably 
as much to a sizable expansion program as to concern 
over near term or longer earnings potentials. In Jan- 
uary the company borrowed $2.5 million to help 





must be realized that drug prices in general 
had risen hardly at all, so that the comparison 
is not wholly fair. Another important factor 


MARKET ACTION OF DRUG STOCKS 





here is that consumer resistance to high wa 
prices has begun to show its head during the 
first quarter of 1947. Between this and grow- 
ing caution of wholesale and retail buyers, 
sales of most producers of proprietary drugs 
tended to decline in the first quarter, and on 
reduced volume their net earnings also slipped 
down moderately. 


This adverse trend which has developed may] , o, 
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be of rather temporary duration, for it re- 
flects only more or less confusion as to the 
proper balance between inventories and sales. 
As deferment of medical purchases for reasons 
of price are unnatural, the air may clear rather 
150 





7% , v 

/ \ 
4 \ 

i \ 


i 





rapidly in this field, with turnover again im- 
proved at all levels. Some recession in sales 
and profits for the proprietary branch of the 
industry should occasion smail surprise when 
final results for the year become available. 
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This seems a valid assumption because out- 





1945 19 46 1947 














lays for promotional activities are usually 
stepped up when sales show signs of slowing 
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finance construction of a large new plant. This con- 
cern has never failed to pay a dividend since 1925. 
All said, the makers of cosmetics should give satis- 
factory account of themselves as to earnings in the 
current year, though results may not fully equal 
those for 1946. 

On an accompanying table we have listed a num- 
ber of leading drug concerns, with pertinent statis- 
tical information that may prove interesting to our 
readers. Included are representatives of several dif- 
ferent branches of the industry such as makers or 
distributors of ethicals, proprietaries, cosmetics or 
related products. In a good many instances, one con- 
cern diversifies its activities over a rather inclusive 
range in this special field. Because of varying ac- 
tivities and special conditions influencing the cur- 
rent status of units in the group, we will briefly dis- 


cuss a few of them in somewhat more detail. 


Good Outlook for Ethical Drugs 

The best showing for 1947, as previously sug- 
gested, is likely to be demonstrated by the makers of 
ethical drugs. Abbott Laboratories, for example, has 
reported net earnings of $1.94 per share for the first 
quarter, 28% above the relative period last year, 
although 1946 full year net of $5.73 per share was 
more than triple that of 1945. While caution sug- 
gests that this current year’s rate of gains may level 
off soon, final results may reveal a slight upward 
trend. The 50 cents quarterly dividend probably will 
be bolstered by extras, and at least equal a total of 
$3.40 distributed in 1946. Abbott has considerably 
added to its facilities, thus enabling larger output 
and enhancing growth (Please turn to page 286) 








Net Per Share 
War 1946 
1938-41 1942-45 Fiscal 1947 
Avge. Avge. Year Interim 


Pre-War 





Continuous Current 
Dividends 12 Mos. 
Paid Since Div. 


1946-47 Recent Div. 
Price Range Price “Yield 


COMMENTS 





Abbott Laboratories... $1.35 $1.75 $5.73. $1.94 Mr3 


1926 


-61! 5.1°/, Ranks third as producer of ethi- 
$I" $67 5.1% cals. Strong finances and bright 
outlook add appeal to shares. 








$3.40 91 





Amer. Home Products... 1.62 1.71 2.31 46 Mr3 


1926 


Prospects enhanced by high level 
consumer income. Aggressive 
management and good financial 
status favor growth potentials. 


1.2134 3554-23 25 4.8 





Bristol-Myers... ane S80 1.85 4.90 


1.00 Mr3 1933 


Third largest maker of proprie- 
taries. Stable earnings record and 
encouraging outlook bolster fun- 
damentals. 


2.45 70 -35!/2 39 6.3 





Chesebrough Mfg... 2.58 3.04 Bee 1883 


Leader of long standing in pro- 
duction of petroleum based pro- 
prietaries. Outstanding dividend 
record. 


3.35 88 -65!/, 70 4.8 





Johnson & Johnson(a).. 1.61 1.66 4.35 


1.28 Mr3 1934 


.6 Dominant maker of surgical dress- 
ings and bandages. Record earn- 
ings may not continue but divi- 
dend likely to increase. 


15 33° =22 26 





Lambert Co... «1.69 2.59 4.52 


.70 Mr3 1926 


2.50 68 -28 2828.9 





Current sales well maintained by 
diversification of specialties, such 
as Listerine and Pro-phy-lactic 
tooth brushes. Liberal dividend 
payer. 





Lehn & Fink Products... 1.32 1.72 2.05 


79 Mr9 1925 





Lysol, Pebeco toothpaste and/j 
Hinds Honey and Almond cream 
well entrenched in public favor. 
25 cents dividend well secured by 
earnings. 


130 33 -I44, #42415 87 





McKesson & Robbins... .76 2.75 4.74 4.21 Mr9 1941 





7.0 largest drug wholesaler, with 
sales and profits on steady up- 
grade for several years past. No 
change in dividend probable. 


2.25 56!/2-30!/g 32 





Merck & Co. 184 2.24 5.08 sy 1935 


Rates near top in pharmaceutical 
field. Heavy sales to other manu- 
facturers. Extensive research brings 
new products. Dividend easily 
earned. 


2.10 77 -43'/2 44 4.8 





Norwich Pharmacal......... 95 1.51 1.23 


.003 Mr3 1925 





Plant expansion under way to meet 
demand for pharmaceutical spe- 
cialties. Despite possible down- 
trend in near term net, modest 
dividend seems secure. 


90 25 -13% 14 64 





Parke Davis... 1.74 1.52 2.73 


68 Mr3 1878 


4.5 Strongly entrenched in_ ethical 
drug markets. Earnings likely to 
hold up well and 40 cents quar- 
terly dividend amply assured. 


1.60  481/4-341/, 36 





Rexall Drug... . 48 81 1.17 


13 Mr3 1947 


Formerly United Drug. Most of 
output goes to large chain of 
Rexall drug stores. First quarter 
dip in net no threat to 50 cents 
quarterly dividend. 


37/7. 18%%- 7 7/2 5.0 





Sharp & Dohme... = .39 Itt 2.83 34 Mr3 1941 


Leading maker of ethicals and 
prescription specialties. Finances 
strong and prospects good. Fair 
chance for improvement in divi- 
dend distributions. 


1.00 3934-18 19 5.2 





Squibb,E.R......... 133. 1.49 3.08 


2.42 Mr9 1929 


3.0 Long established pharmaceutical 
and medicinal fields. Dividends 
seem secure. Growth potentials 
good. 


1.00 55 -32 33 





Sterling Drug... 3.20 2.26 3.59 


-96 Mr3 1902 


Output of proprietaries and house- 
hold remedies finds international 
markets. Outlook promising. Divi- 
dend safe. 


2.00 63 -35%4 37 5.4 





Vick Chemical... 1.92 1.78 2.68 2.91 Mr9 


1933* 


Dominant in cold remedy field. 
Earnings stable through diversifi- 
cation. Dividend well protected. 


1.50 51'/2-30 33 4.5 





Zonite Products... AI 57 91 .23 Mr3 1941 


60 1434- 634 7 8.5 Relatively small but aggressive 
maker of drugs and wetidnes. 
Slight downtrend in profits pos- 
sible but modest dividend prob- 
ably stable. 





(a)—Alll figures adjusted for 2-for-I split May 9, 1947. 
*—Previous record not available. . 








Mr3—For 3 months ended March 31. 
Mr9—For 9 months ended March 31. 
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Y 
UNIONS. 


a passage of labor legislation, if it 
materializes, will provide Union leaders with food 
for thought. That passage of any laws at all to cor- 
rect labor abuses has become necessary, in itself 
signifies that the leaders have over-played their 
hands in many ways. Where groups of citizens in 
any land have used accumulated power to the detri- 
ment of other groups or to society as a whole, trouble 
has always begun to brew either for the instigators 
or for a society headed for enslavement. So much 
good has been accomplished by the so-called union 
movement to date, and under proper guidance its po- 
tentials hold so much promise, that for the benefit 
of the entire nation it is to be hoped that Union 
activities henceforth will follow along constructive 
rather than destructive lines. If not, overzealous 
Union leaders are certain to find pitfalls in their 
programs. 


Y 


Past Lessons 


Centuries ago way back in the time of the Norman 
Conquest, workers banded together in Guilds for 
the laudable purpose of using group power to achieve 
a happier way of life. During hundreds of years 
when manual labor and localized activities were para- 
mount, the British Government, for example, 
granted .extraordinary powers to the crafts and 
guilds. In almost every city and town in England, 
these groups had authority to establish their own 
standards of wages, hours and even prices for man- 
ufactured goods. For at least six hundred years these 
decentralized bodies of laboring people were given 
the privilege of collecting dues from their members, 
to charge initiation fees and to rigidly restrict their 
membership. Monopolistic practices went still further 
in controlling the in and out flow of goods from one 
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y 
vicinity to another, at the whim of the 
various guilds. 

By the seventeenth century, how- 
ever, when factories and new indus- 
tries emerged upon the scene, the urge 
for broader power had led to amalga- 
mations of many of the guilds, bring- 
ing larger groups of workmen under 
the sway of ambitious leaders. From 
then on economic forces came into 
play which in the end brought almost 
complete decay to the entire labor 
monopolies such as had existed for so 
long. The mediaeval theory of associa- 
tion proved incompatible with individ- 
ual liberty and free competition, so 
that the movement died of its own 
weight. Individual workers themselves 
were foremost in discarding the over- 
regimentation within their own ranks, 


Modern Unions 


While modern unionism both here 
and in the British Isles is a bird of 
quite a different feather from the old 
time guilds, both in theory and prac- 
tice, it may eventually decompose from 
within and from without unless its 
policies meet with full approval of its 
members and benefit the public at 
large. The now talked of one big union 
might prove even more top heavy than 
the two major labor groups repre- 
sented by the A F of L and the CIO 
and from sheer bulk and excess influ- 
ence set the entire labor movement back on its heels. 
Then too, it has become clearly obnoxious to large 
segments of labor in being forced to go without in- 
come for weeks and months at the dictate of their 
leaders, or because some other and perhaps small 
union on strike has cut off essential supplies for their 
own factory. Of late, labor strife in effect has become 
a fight between group and group for a larger share 
of the National income, rather than a tussle with 
employers. The American citizenry of all classes is 
so intelligent that they will not long permit power 
hungry Union demagogues to lead them down instead 
of up hill, and if these leaders read the handwriting 
on the wall, they will implement new policies during 
the period now in the offing. 

When it comes to questions of a really fair dis- 
tribution of wealth, the preservation of individual 
initiative, the achievement of higher living stand- 
ards and better working condjtions, the labor unions 
have the greatest opportunity in history to win new 
members and public applause. Industrial leaders 
basically would much prefer to deal with good unions 
rather than with countless individual workers, pro- 
vided good will and fair play are not submerged by 
name .calling, false claims and subtle attempts to, 
overthrow free enterprise in the end. Such manouv-. 
ers eventually will only bring the roof of labor down, 
on its head and retire its leaders to obscurity. Con-. 
versely, if they wisely interpret whatever labor leg-. 
islation that may be passed as the just decisions of- 
the society in which they live, and adjust their pol- 
icies accordingly, the labor leaders have it in their. 
hands to bring unparalleled prosperity to their re-. 
spective followers. Two doors are open to the union 
bosses, one of which has been disclosed by history. 
To pass through the other’ (Continued on page 289), 
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Photo by Greyhound 





Passing through the Redwood forests in California. Vacationists can explore the 
entire United States via the 78,187 route miles operated by Greyhound affiliates. 


reyhound 


Enters Its Busiest 
Season 


By GEORGE L. MERTON 


OW that vacation time is nearing on the calen- 

dar, passenger traffic by bus should expand to 
proportions surprising to many of our readers. For 
shareholders in the Greyhound Corporation, domi- 
nant figure in the bus field, this raises hopes that 
third quarter earnings should be satisfactory, and 
not without considerable warrant. During the sum- 
mer months, Greyhound traditionally enjoys larger 
revenues than in any other period of the year, and 
now that public spending power has reached record 
peaks, a lot of money is certain to be exchanged for 
bus tickets. But like all units in the transportation 
industry, this giant concern’s operations are pass- 
ing through a state of flux where, despite expanding 
gross income, the management has to display un- 
usual efficiency to keep net results at a deserving 
level. What success their efforts are bringing, or 
likely to bring, therefore, seems an interesting basis 
for discussion. 

Greyhound Corporation itself is principally a hold- 
ing concern, owning a complete or substantial in- 
terest in more than twenty associated operating 
concerns covering practically every State in the 
Union and many populous areas of Canada. Due to 
the fact that traffic primarily is of interstate char- 
acter, the business is under the strict regulation of 
the Interstate Commerce Commission in Washing- 
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ton. As many of the affiliates, however, enjoy the 
privilege of handling intrastate traffic, State Com- 
missions, too, have much to say about rates and a 
good deal more about taxes imposed for use of their 
extensive highway systems. The 78,187 route miles 
operated by these companies are closely intercon- 
nected, so that as. matters now stand, -a passenger 
desirous of exploring the entire United States or 
large sections of Canada via the highway, can do so 
with comfort and economy in Greyhound’s familiar 
blue and silver buses, or readily transfer to con- 
necting lines. As for competition from the railroads 
and the air, average revenue per passenger mile in 
1946 of $1.62 for Greyhound tells its own story as a 
financial factor, disregarding elements of relative 
speed and service. Aside from the angle of economy, 
millions of travelers prefer more leisurely trans- 
portation, even to distant points, with stopovers 
wherever desired or a chance to sleep in a good 
hotel bed. Greyhound operates or supervises 66 Post 
Houses at points where adequate hotel facilities are 
lacking and plans to add 25 more during the cur- 
rent year. On the other hand, many people with an 
urge for hurry find sleeping comfort in the luxury 
reclining seats now standard in the modern bus 
fleet. To indicate the popularity of bus travel, it is 
interesting to note that approximately 95 million 
passengers were carried by units in the present 
Greyhound system during the first six months of 
1946 alone. During all of last year, total passenger- 
miles traveled on the system amounted to 9.7 bil- 
lion, but towards the end of the year the gradual 
subsistence of war originated traffic caused a mod- 
erate downtrend that continued through the first 
quarter of 1947. 
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New Type Buses On Order _ 
; Grehound Corporation 
As of December 31, 1946 the Greyhound lines 
A Dec. 31, Dec. 31, 
owned 4853 buses, a net increase of 448 compared 1941 1946 Change 
with the previous year, but only 120 of the gain ASSETS (000 omitted) 
was in the form of brand new carriers. 40 were of a $9,670 $29,813 +$20,143 
a used type, 464 came with new subsidiaries and er — pp a ; en 
176 were retired. On order, though; and for delivery ice: <miagadig 2987 6383 + (3.396 
in 1947-48, are 1562 buses to cost $39 million. Of TOTAL CURRENT ASSETS... 20,357 69,087 + 48,730 
these, 1206 will be of the “Silversides” cruiser type pence equipment 63,860 90,921 + 27,061 
of 37 and 41 passenger capacity. On the drawing Less depreciation . 29,834 45,475 15,641 
boards, too, is a 50 passenger bus, weighing no more Net tongible property... 4,026 — the 
as pesos 7 Other assets ........ 33,248 54,558 + 21,310 
than those awaiting delivery, and costing no more TOTAL ASSETS $87,631 $169,091  +$81,460 
to operate. This new comer, with air-cooled motors LOABILITIES 
rather than the water-cooled ones now in use, will pi bI c- ¢ a +4 
° a “ a otes payable 

undergo severe road tests during the current — Accounts payable and accruals 7,582 17,748 + 10,166 
mer and eventually may produce great savings in Reserve for taxes ce 8,758 22,155 + 13,397 
operating costs for the system. About 100 Grey- TOTAL CURRENT LIABILITIES 16,740 40,603 + 23,863 
hound buses have already been equipped with two- Minority —— ~— — + a 
way radio devices, a step that has been found of Deferred liabilities : ica 

; Tae : 4 Short term debt 3,923 2,041 — 1,882 
great service to passengers as well as of practical Long term debt 8,574 11,513 + 2,939 
benefit in the operation of the buses. All said, it will |} Reserves 2,250 10,767 + 8,517 
be seen that the company is sparing no pains to | a pep pe , aoe 

AV. ° a t7 : ape urplus P 1 ’ 

achieve better operating economies while at the | TOTAL LIABILITIES $87.63! $169,091 4+$81.460 
same time doing all in its power to enhance its WORKING CAPITAL $3617 $ 28,484  +$24,867 
popularity with the traveling public. CURRENT RATIO . 1.2 1.7 +, 5 

During the months right ahead, and indeed for a ’ s ee 


longer period, traffic on the Greyhound Lines should 
expand, not only for seasonal reasons and improved 
service, but because so many people in wartime 
were forced to use bus transportation for the first 
time and learned some of its advantages. With 
wages at current high levels and paid vacations pro- 



































1947, a 3 for 1 split in Greyhound shares will be- 
come effective, so that thereafter their prices and 
per share statistics will be adjusted accordingly. In 
our discussion we are using figures in relation to 
the 3,110,030 shares outstanding as of December 









































2 the 
ates. f vided, many family groups are reported planning 31, 1946. The interesting 10-year charted figures on 
extensive travel by this medium, including round price fluctuations, earnings, and dividends can be 
trips from coast to coast. Such a relatively small made applicable to split shares by diving by three. 
the | number of new automobiles have come to market The above statistics, also, apply to the consolidated 
‘om- | thus far that the urge has been intensified in scan- figures of the Greyhound system in the main. Net 
id a f Ring long distance routes. Greyhound itself, in rec- income of Greyhound Corporation, from dividends 
heir | 0gnition of its expanding market potentials, due to and interest, after provision for Federal and State 
iiles | the above factors, is spending substantial sums in income taxes, and allowance for operations conducted 
con- | the way of advertising to stimulate the traffic. by the parent concern, amounted to $13.6 million. 
iwer To study the financial status and operational Thus some $6 million of earnings was retained by 
; or | tesults of this sizable transportation concern since associated companies in (Please turn to page 291) 
oso | the beginning of 1946 and ' . , 
liar | though the first quarter of faa 1 GREYHOUND CORP. CG - 
con- 1947, reveals some interesting | | —| a al 
yads | details. Consolidated operating [—1%5 a aS a 
e in | Yevenue for last year climbed } [= 
aS a almost $20 million to $173.9 }|—,0 oe SN ANIL GRANNY De i 
tive sag compared with $153 mil- | | oa es eon ; 
my, } lion in 1945, but serious strikes | —j75, Cap. Stk. of Subsid! $27,500,785 — 
ans- | the former period must be rose @ace sc oe $100 par — saa 
vers | taken into account. During 1946, J oe _—uai a 
ood | however, swollen wage and ma- } -——}+-—-_- i tae aa = SARIN Si mera 
ost | terials costs rose by about $30 | | 7 
are | Million, contributing to a de- Si a SAA SS ——_____—_ itp a 
our. | Cline of about $9 million in net Ni 
an | Operating income. But with ex- [30+ eal } PIECE SOREN REESE ia oes ea al : My : 
ury | ess profits taxes no longer in | | : phyoettt tlie! 
pus | the picture ($31.2 million in [ 115 ttle = Ma UTUL the a Sacred Pale oo 4 
t is | 1945) final net income applica- Ty eeitetien fea 
lion | ble to Greyhound Corporation |,! | , 4 #er#: 
ent | Shares rebounded to $19.9 mil- —_} Bat I een vam: Scenes eI 
on lion against $9.58 million in | | 
yer- | 1945. The relative showing ona |- = 3 THOUSANDS OF SHARES + 
pil- | Per share basis was $6.34 for 1199 i Ll | I | 
ual | 1946 and $3.29 for 1945. It is peggy Aalto tdbtt atta Min: tt QYalbecat Det feeb oat coll ttt tit, ttl tl 
. . . ° | 1940 1941 1942 1943 1944 
od- | “mely at this point to remind |™¢ ta i,52 1.88 | 2.05 12.37 11.10 12.98 12.96 71-3.807 3-67 7 ee ee 
‘vst | OUr readers that as of June 5, [+ |] .95 71.30 | 1.10 | 1.35 1.20 | 1.95 | 1.25 11.951 1.25 a | sa] ave 
if Wkg Cap $ Mil: Lae Lae a? SG | 37) Sea) @3)| ya] 28, | 
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Part II 
By EDWIN A. BARNES 


B ETWEEN rather widespread predictions of a re- 
cession in the offing and an increasing number 
of discouraging net earnings reports for the first 
quarter, pessimists of late have had plenty of am- 
munition to build up gloom. As the stock market 
under such conditions seldom reflects selective judg- 
ment, it is not surprising to find prices for shares 
of both fundamentally sound concerns and those of 
weaker character sliding down together. Nor is it 
anything but natural for investors not conversant 
with current information to worry when they scan 
the daily quotation sheets. Fact is, though, that 
depressed share prices may signal either approaching 
opportunity or danger. For this reason we deem it 
constructive to supplement our discussion in the last 
issue of the Magazine of Wall Street, covering a few 
concerns with shares recently at strikingly low marks 
with a study of several more in this same class. 


Allis Chalmers Manufacturing Company 


Shares in this century old industrial enterprise 
sold at fractions above 30, in contrast to their 1946 
high of 6234, and down from a 1947 peak of 3914. 
Last year, Allis experienced one of the toughest 
years in its long history, because for many months 
its plants were strike bound and output drastically 
curtailed. So extensive and complex are the opera- 
tions of this sizable producer of farm equipment, 
road machinery and heavy capital goods that al- 
though, despite everything, it achieved a volume of 
almost $94 million in 1946, a loss of more than $25 
million in operating income was incurred. Fortu- 
nately, however, carry-back tax privileges wiped out 
this red ink by a small margin, allowing the com- 
pany to report a net profit for the year of about 
$144,000. After allowance for preferred dividends, 
this left a deficit equal to 14 cents per share for the 
common, contrasting with $2.95 for 1945, and con- 
siderably better than this during all the war years. 
In the first quarter of 1947 a deficit equal to 98 
cents per share continued to arouse anxiety with 
some shareholders. 
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So much for the bad news aspects of the picture. 
But on the other side of the sheet are some quite 
encouraging items. The company booked $54.6 mil- 
lion in orders during the March 1947 quarter, raising 
its backlog to $127 million approximately or nearly 
$30 million more than its total billings for last year. 
More importantly, leaders in the farm implement 
business say that the demand from affluent farmers 
for mechanical equipment will overstrain total ca- 
pacity of the industry for at least a year to come. A 
large portion of Allis-Chalmers output, too, consists 
of heavy generators and other electric equipment in 
demand from strong public utility concerns and in- 
dustrial users. All told, the prospect of cancellations 
is dim, and the outlook for record breaking peace- 
time operations excellent. During the first quarter, 
the company was just emerging from its shutdown 
status, during which strides were made to mod- 
ernize its many plants and pave the way for greater 
operating efficiency. Hence earnings should from now 
on show marked improvement. As the financial posi- 
tion of Allis is impregnable and its working capital 
is of record proportions, the 40 cents per share 
quarterly dividend rate has been continued since 
early 1946 right up to date. Fundamentally the 
shares are sound, to say the least, and at recent 
prices yield better than 5%. But they can decline 
further, pricewise, in sympathy with the general 
market. 


Barker Brothers Corporation 


On the heels of one of the best years for sales and 
net earnings on record and equally encouraging re- 
ports for the 1947 first quarter, Barker Brothers 
shares have been exhibiting continued weakness. 
Compared with their 1946 high price of 4114 and a 
peak of 2714 for the current year, their recent dip 
to around 18 has caused warrantable comment from 
some directions. Except during periods of major de- 
pression, the earnings record of Barker Brothers 
has been quite stable and the same thing has been 
true as to dividends. What, if anything, is brewing 
to account for the current price level? The company 
rates as one of the leading Pacific Coast distributors 
of furnishings and equipment for homes, public 
buildings and offices, with numerous’ branches 
throughout the State of California. Sales in 1946 
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reached a record of nearly $24 million, and net 
per share rose to $5.19, of which $2.50 cents was 
distributed to shareholders, thanks to several extras 
during the year. Compared with the first quarter of 
1946, relative volume for 1947 soared by about 45%, 
although net earnings showed only a modest gain 
to $1.07 per share. 

Aside from sympathetic reaction to the general 
market, the weakness in these shares may perhaps 
be attributed to the rather large inventories accumu- 
lated by this concern at the 1946 year end, and 
their still further expansion as of March 31, 1947. 
As of this date, inventories were valued at about 
$5.3 million or almost double the figure of a year 
previous. While in relation to sales the recent show- 
ing would not be out of balance, there may be ap- 
prehension by some shareholders that consumer 
resistance to high prices may force substantial mark- 
downs in the near term, and the company has pro- 
vided only a modest reserve for such a contingency. 
Net working capital of $6.2 million compared with 
net current liabilitjes of $3.8 million indicates a com- 
fortable financial status. It would appear likely that 
a period of lower sales and profits is ahead for a 
time, but that readjustments will be of a temporary 
nature. There is not much occasion for anxiety 
about this process, and there are no indications of a 
threat to the current dividend rate of 3714 cents 
per share quarterly. If the shares decline much 
more, present holders may have an opportunity for 
advantageous averaging. 


Curtiss-Wright Corporation 


With 7.432 million shares of common stock out- 
standing, equities of this important aircraft manu- 
facturer have consistently remained in the low price 
category. In the spring boom of 1946 their high was 
121%, top since Pearl Harbor. Recent sales around 
414, while a relative drop of only 8 points, reveal a 
drastic decline in terms of percentage. About the 
only comfort to a good many disturbed investors is 
the fact that there is now slim room for a much 
further dip in price. Question now is whether the 
shares should be eliminated from portfolios, bought 
for averaging or acquired for appreciation potentials. 
Last year’s results of this wartime giant were, of 
course, discouraging, for volume plunged down to a 
level of $71.9 million compared with $1.19 billion in 
1945. While Curtiss-Wright managed to report a 
microscopic 2 cents per share earned on the common 
in 1946, the feat was made possible only after appli- 


cation of a $25 million tax carry-back plus a trans- 
fer of $11.3 million from reserves for postwar con- 
tingencies. Backlog orders of the company and its 
subsidiaries as of December 31, 1946 were $115 
million, and since that date new orders have slightly 
exceeded shipments. But the outlook for this entire 
industry is none too encouraging. Trouble is that 
improvements in design and efficiency of airplanes 
have been so rapid that both the airlines and the 
Government hesitate to spend huge sums for equip- 
ment: that may be obsolete almost as soon as deliv- 
ered; and that the private carriers in many instances 
have been forced to cancel sizable orders for finan- 
cial reasons alone. As Curtiss-Wright is strongly 
bolstered by $110 million working capital, there is 
no doubt as to its inherent sound condition. The rub 
is as to earnings potentials in the near or medium 
term. Since last November no dividends have been 
paid. As economy minded Congressmen seem to 
favor generous support for acquisition of military 
planes for the Army and Navy this concern may 
experience moderately improved sales, and its diver- 
sification program could tend to stabilize volume. 
Around current price levels some speculative appeal 
to the shares probably exists, but on rallies conserv- 
ative investors might be wise to cash in, with the 
thought that more attractive opportunities may un- 
fold. Risk of further paper losses, though, is mini- 
mized by the current low price. 


Emerson Radio & Phonograph Corporation 


Counter to an all time record breaking period of 
high net earnings, prices for the shares of this leading 
maker of small radio sets have been trending down 
for a full year past. At their peak in 1946, the shares 
sold at 43%, and in the current year at 2134. Of 
late they have dipped into the 13-14 range. Sales for 
the fiscal year ended October 31, 1946 totaled more 
than $23 million,’ producing a net per share of $3.35, 
an historical high. For the first fiscal quarter ended 
February 1, 1947, net earnings came to $1.60 per 
share, almost double the rate of a year ago, and 
better than the full year average from 1938 through 
1945. Offhand this high level of prosperity appears 
to many as just too good to hold for long, an atti- 
tude with perhaps a sound base. On the other hand 
there may come a point where speculative pessimism 
over-discounts an approaching down trend towards 
a normal earnings base and that time may not be 
far off. Emerson has stepped up its production of 
radio receivers close to (Please turn to page 285) 







































































| Statistics on Stocks Disturbing Investors 
| Current Net Per Common Share 
Ratio Pre-War War Price- 
(Assets ‘38-41  '42-'45 1946 1946-47 Recent Earnings 
toLiab.) Avge. Avge. 1945 1946 1947 Dividend Price Range Price Ratio 
Allis Chalmers...... 4.5 $2.40 $3.89 $2.95 def$.14 def$.98 Mr3 $1.60 6234-30!/, $31 
Barker Bros................ 2.6 5 1.00 1.25 5.18 1.07 Mr3 2.50 41'/-18 18 3.5 
Curtiss-Wright... 1.7 1.38 1.87 2.97 02 50 12'/g- 4\/, 4'!/, 225.0 
Emerson Radio & Phono... 1.9 1.33 1.74 2.01 3.35 1.60 Ja3 1.10 4374-13 13 3.9 
Pressed Steel Car. 1.9 def.33 1.97 89  def.61 38 Mr3 50 30 -9 10 i 
Twentieth Century-Fox. cece = Bl 2.51 5.50 5.29 7.90 2.07 Mr3 4.00 6374-265, 28 3.5 
Mr3—For 3 months ended March 31. 
Ja3—For 3 months ended January 31. 
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AND 


“The Industrials” 


What you see may well depend 
on the glasses you wear. Many of 
those who are bullish see the 
market, so to speak, through the 
Dow-Jones industrial average. 
They speak inclusively of the 
support shown by “the indus- 
tials” — these particular indus- 
trials being the 30 prominent old- 
line stocks which make up the 
Dow average. This average has 


not yet broken its previous bear-* 


maket low of last October 9, miss- 
ing it by a small fraction on the 
latest downward thrust. That fact 
itself is a market influence, be- 
cause more people appraise the 
market in terms of the Dow- 
Jones averages than by any other 
measure. The majority of brokers 
do. They feel encouraged by the 
action of “the industrials.” This 
must have caused some buying on 
the one hand, some postponement 
of selling on the other. Actually, 
these 30 industrials now give an 


PROFIT 
INCOME 





over-bullish picture. They are 
nearly always behind the real 
market—the broad mass of rank- 
and-file stocks — both on major 
advances and major. declines. 
They follow, rather than lead, 
this real market. The “Dow” is 
out of step. All other indexes 
which are either broadly repre- 
sentative or scientifically con- 
structed have made new _ bear- 
market lows. If that means an in- 
completed downtrend, it is about 
as sure as anything can be that 
the Dow industrials have new 
lows ahead. 


Signs of Bottom 


Any new bear-market low, like 
that of May 17 in practically all 
indexes or averages except the 
Dow industrials, conceivably 
might be the final low. And if it 
is not, the break-through does 
not necessarily portend a wide 
additional decline. Especially in 
advanced bear markets, the new 








Bohn Aluminum & Brass 
Chain Belt 

Consolidated Coppermines 
DWG Cigar 

| Food Machinery 

| International Nickel 

| Intertype 

Myers, F. E. & Bros. 
Rome Cable 

United States Freight 





| 
INCREASES SHOWN IN RECENT EARNINGS REPORTS | 





1947 1946 
Mar. 31 quarter $1.04 $ .18 | 
6 mos. April 30 2.11 50 | 
Mar. 31 quarter .20 .04 | 
Mar. 31 quarter 4 25 
Mar. 31 quarter 1.89 1.25 
Mar. 31 quarter 51 35 
Mar. 31 quarter 392 .38 
6 mos. April 30 3.34 1.88 
Year Mar. 3! 6.87 2.10 
Mar. 31 quarter 1.52 67 
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retreats often cover only a mod- 
erate amount of ground. Never- 
theless a new low definitely puts 
the full burden of proof on the 
bull side. It implies probability— 
not certainty—of more decline; 
and it leaves the question of how 
much such decline wide open. A 
typical bear-market bottom has 
most of the following character- 
istics: low volume, a small short 
position, more weakness in promi- 
nent stocks than in more specu- 
lative issues, stocks are generally 
unresponsive to adverse published 
news, business volume and earn- 
ings are depressed, there is prac- 
tically no debate about the causes 
of the “recession” or its scope, 
the debate has turned mainly to 
what the Government ought to 
do to get things started up. An 
exceptionally mild and short bear 
market, like that of 1923, can 
end without most of these char- 
acteristics. But one cannot bank 
on this rare analogy. The present 
bear market has already greatly 
exceeded that of 1923 in duration, 
and business-cycle considerations 
are definitely more adverse. None 
of the typical manifestations of 
major bottoms heretofore 
sketched is yet present. 

Group Action 


All stock groups will not make 
their lows together. There is a 
chance probably not _ strong 
enough to count on, that some 
may already have done so. In the 
latest downside test, relatively 
good support was shown by most 
issues in such fields as _ retail 
trade, oil, chemicals, air lines, 
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tobacco. That was also true of 
the top-grade automotive issues. 
However, even if the lows have 
been put behind, there is not 
much chance that any group can 
advance significantly against the 
general market. 











Air Lines 
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This column notes with inter- 
est that United Air Lines had a 
net loss of $3,450,671 in the first 
quarter, the worst showing in the 
company’s history. Revenue was 
about 20% higher than in the 
like quarter of 1946, but costs 
rose over 60%. The long term 
volume prospect is good. But 
throughout the industry there is 
the common problem of maintain- 
ing a paying load-factor and of 
radically improving the ratio be- 
tween gross and operating ex- 
penses. Maybe the worst news on 
earnings is out of the way, and 
maybe the stocks have been sold 
out. It looks that way. But the 
future, as we have noted all 
along, remains plenty speculative. 
The honeymoon — with its “ro- 
mance” growth theme in the 
stock market—is over. Transpor- 
tation of any form has always 
been a business involving first a 
struggle to finance expansion, 
later a struggle to get a decent 
return on the capital thus in- 
vested. In no field nas the per- 
centage of debt defaults been so 
large over the years. Exceptions 
only prove the rule. 


Working Capital 


When the war boom in the air- 
craft business ended, the bulls on 
airplane manufacturing stocks 
stopped talking earnings and be- 
gan to emphasize large working 
capital per share. We never be- 
lieved it meant a thing, so far as 
concerns market performance — 
and so it has proved. The outlook 
is unimpressive, and depends pre- 
dominantly on Government busi- 
ness. Do not be surprised if one 
large company runs into serious 
difficulties, despite the strong (on 
paper) working capital position 
it had only a relatively short time 
ago. No stock is a buy merely be- 
cause of the working capital be- 
hind it. A company has to have 
adequate working capital, of 
course, to do business. But hav- 
ing it does not assure that profits 
will be made. If there are losses, 
the working capital no matter 
how great, may in time be dissi- 
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pated. Most of the aircraft issues 
have made new lows, and de- 
cisively so. 


Inventories 


None are so blind as those who 
will not see. For many months, 
according to the over-all Govern- 
ment figures, inventories have 
been increasing at a record rate. 
Yet there is strangely little con- 
cern. All manner of arguments 
are advanced as to why there is 
no analogy with 1919-1920. The 
fact remains that an important 
portion of production has been 
going to fill the pipe lines, that 
when the pipe lines are filled 
something must be subtracted 
from production. But that is not 
all. In such a situation it always 
develops that there is some ex- 
cess inventory to be liquidated, 
taking a further toll out of cur- 
rent production. On an annual 
basis these two things combined 
could easily reduce the production 
rate by something like $20 billion. 
It might conceivably exceed that, 
since inventory accumulation this 
year to date has been at an esti- 
mated $15 billion annual rate. In 
some fields, mainly in retailing, 
some inventory losses are already 
being taken. There will be others. 
The effect will be mitigated by 
generally conservative inventory 
reserves, but that will make no 
great difference to the stock 
market. Under the kind of condi- 
tions when reserves come into 
play, the market never strains to 
see any bright side. More likely 
it will pay more attention to oper- 
ating results than to the book- 
keeping profit obtained by a 
transfer from reserves. 


Railroads 


The railroads have earned pret- 
ty good money so far this year. 


First quarter profit for Class I 
systems was at a rate of about 
$500 million for the full year, 
allowing for seasonal factors. 
There is no slackening whatever 
in freight traffic so far. In fact, 
there is still an acute car short- 
age. Yet rails are among the 
worst - acting groups in the 
market. Why? The answer 1s 
simple. For one thing, present 
earnings cannot last. There is 
bound to be another sizable wage 
increase, probably arrived at by 
next October but retroactive at 
least to June 30. Then the roads 
will apply for another boost in 
freight rates. That will hang fire 
for months. They might get some 
relief by January if they are 
lucky, but it could just as well 
be next spring. At best, this sug- 
gests an unsatisfactory second 
half-year. For another thing, 
whenever the business recession 
gets going and whatever it 
amounts to, it will hurt the rail- 
roads disproportionately because 
of the leverage in their capitali- 
zations, their rigid costs, and the 
fact that their break-even points 
have been raised higher than 
ever before. The market, in short, 
is discounting an indeterminate 
period of lean earnings or deficits. 


Telephone 


American Telephone won a vic- 
tory over its striking employees, 
but its ultimate value remains 
for future events to determine. 
The net cost of the wage in- 
creases to the Bell System ap- 
pears to be materially less than 
10% of previous payroll, and can 
be readily absorbed by the indi- 
cated further expansion in gross 
revenue for the next year or 
more. The $9 dividend remains as 
secure for the foreseeable future 
as we have previously said it 

(Please turn to page 289) 
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Latest Year 

Period Ago 
Mar. 31 quarter $ .35 $ .82 
Mar. 31 quarter 1.13 1.29 
Year Dec. 31 1.98 3.11 
April 30 quarter 1.49 2.10 
Year Mar. 31 1.01 1.36 
Year Mar. 31 2.76 3.12 
Year Dec. 31 48 1.23 
Mar. 31 quarter 27 55 
16 weeks April 19 .09 40 
Year Dec. 31 6.96 22.10 
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The Personal Service Department of THE Macazine oF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions : 


: 
2 


Give all necessary facts, but be brief. oa 
Confine your requests to three listed securities at reasonable intervals. 


3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


§. Special rates upon request for those requiring additional service. 





Elderly Lady Seeks Safety 
and High Income 
I am 76 years of age with a capital 
of approximately $26,000. I have no de- 
pendents or heirs and wish a safe and 
dependable income of $2,000 a year for 
the rest of my life. Will you please list 
some stocks that will meet my objec- 


tives? 
Mrs. V. D., Long Beach, Calif. 

The income you seek of $2,000 
a year on a capital of approxi- 
mately $26,000 would require a re- 
turn of slightly more than 714%. 
This high yield cannot be obtained 
from stocks that will meet your 
objectives of safety and depend- 
able income. The higher the yield, 
the greater the risk, is the usual 
thing. 

Investments in equities always 
carry risks of capital and income 
depreciation. A person of your age 
with no dependents or heirs 
should not assume risks, partic- 
ularly at this time when the mar- 
ket is in such an uncertain phase. 
You should place your money in 
U. S. Government bonds and sav- 
ings banks, which will yield a 
small but safe income, and the bal- 
ance you will need for living ex- 
penses should be drawn from your 
principal, Or to receive the high- 
est safe income, you should invest 
in an annuity of one of the strong 
insurance companies. 

Perhaps at some future date, if 
your funds are in liquid invest- 
ments such as Government bonds 
and savings banks and the stock 
market reaches a_ substantially 
lower level and stabilizes, then a 
judicious diversified investment in 
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some of the high quality equities 
yielding good returns could be 
made with a minimum of risk. We 
refer to such issues as American 
Telephone & Telegraph, Consoli- 
dated Edison, Union Pacific, Com- 
monwealth Edison, Liggett & 
Myers Tobacco, Eastman Kodak, 
Union Carbide & Carbon, Stand- 
ard Oil of N. J., ete. 


American Safety Razor 

Please advise late earnings and ex- 
pansion program of American Safety 
Razor Corporation. 

R. B., Dallas, Texas 

American Safety Razor Corpo- 
ration reported consolidated net 
earnings for the three months to 
March 31st, 1947 of $508,210, 
equal to 36c a share. This includes 
a non-recurring income of $168,- 
757. 

Net sales of the full year of 
1946 amounted to $19,555,016 and 
net income to $3,426,779, equiv- 
alent to $2.42 a share. This com- 
pares with $1.31 a share in 1945. 
The above figures are adjusted to 
the 3-for-1 stock split of 1946. 

Capitalization consists solely of 
1,413,600 shares of common stock 
outstanding. 

Balance sheet as of December 
31, 1946 showed total current as- 
sets of $11,189,314, total current 
liabilities, $2,952,124, and net cur- 
rent assets of $8,237,190. 

Dividends on the present stock 
amounted to 75c a share in 1946 
and 75c has been paid thus far in 
the current year. 

American Safety Razor Corpo- 
ration is broadening its activities 


according to the president of the 
company. In addition to the man- 
ufacture of its regular standard 
razor and blade products, the com- 
pany is making considerable prog- 
ress in its expansion policy of di- 
versifying its products and has 
already put upon the market its 
new “Guiding Eye’ Gem Micro- 
matic Razor and has delivered ap- 
proximately one million of these 
in recent weeks. 

Also its new automatic pocket 
lighter is ready for distribution. 
Models finished in rhodium are be- 
ing distributed to some of the 
principal retail outlets in the 
United States and, as soon as the 
company gets into full production 
a general distribution will be 
made. For more than two years 
the company has been engaged in 
developing a new device in pho- 
tography, wherein the film is per- 
manently sealed in a magazine. 
The development is about finished 
and the expected 100 or more of 
this new device, which have been 
manufactured on temporary tools, 
will be ready for final experiment 
during the early part of June. 

Much of the company’s building 
program has been purposely de- 
layed due to high costs and the 
inability of contractors to make a 
contract at a firm price. 


Tokyo Calling! 


I thank you for your letter which was 
awaiting me upon my return from a 10- 
day trip which took me from one end 
of Japan to the other. A Colonel friend 
of mine arranged for a private car 
(combination sleeper and diner) for the 
purpose of making a general inspection 
of railway conditions. He asked me to 
accompany his party and I was fortu 
nately able to get permission to do so. 
We had a cook, waiter and porter—a 
few cases of beer and numerous odds 
and ends with which to make the trip 
enjoyable. There were four of us in all. 

First we went to Matsushima, a 
beautiful hay studded with pine tree 
covered islands of all shapes and sizes. 
Next we went up to Sapporo, Hokkaido 
—the Northernmost island. Our car 
was loaded on the Ferry and put back 
on the track again when we got across 
—a distance of about 65 miles. When 
we left Tokyo, cherry blossoms were in 
full bloom, and when we got to Hok- 
kaido the ground was covered with 

(Please turn to page 287) 
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Keeping Abreaat af | Judusthrial 
° and Comnany News a 


Leaders in the intellectual and industrial fields are increasingly on the 
move to express their views as to current economic problems and to discuss ways and 
means for bolstering progress in the American Democracyy. Many of these comments 
deserve repetition. - 


Outspoken Earl Bunting, NAM's president, claims that the only person in the 
world who wants an American depression is "Joe Stalin, master of the Kremlin and 
chief medicine man of those who hanker after total power." But he thinks that 
"Uncle Jgey" is the most mistaken man in history if he thinks we will give up what 
what we have got. "We must quit rehearsing for a repeat performance of the crash of 
the dismal Thirties", he adds. 











That America has never faced more important decisions than those confronting 
her now, and the transcendent one is that affecting the fundamental pattern of our 
economic order, condenses the views of Dr. George S. Benson, president of an ; 
Arkansas College, in an address before the Illinois Bankers Association. "We must 
become vigilant immediately if we are going to save freedom and liberty in America”, 
he concludes. 








Attainment of a productive efficiency to warrant currently high wages, with 
prices held at a level not prohibitive for the average purchaser, is the crux of 
management's problem today, declares Ralph Kelly, president of Baldwin Locomotive 
Works. Main hope for the next decade, in his opinion, is to measure the workman's 
performance by sound output standards and to pay him accordinglyy. 





"There is no question that there is always the possibility that our system 
-- like anything else on Earth produced by man -- can fail", said W._S.‘Allen, Sales 
Manager of Winchester Repeating Arms Company in a recent address. The belief that 
people should get much for little effort, he opines, is a disease of bad thinking for 
which we must find a cure -- or else. 











In presenting a program designed to strengthen small business, the main 
bulwark of our economy, the Committee for Economic Development declares that the 
number one problem involves managerial efficiency. To this end colleges should es- 
tablish special training classes for managers in this field. As for Government loans, 
subsidies or guarantees to business, CED considers these inadvisable except in 
periods of grave emergency. 


Among numerous industrial leaders who have fought their way up from the bot- 
tom to the top, Benjamin F. Fairless, president of United States Steel Corporation 
is a good example of progress in the American Way. Son of a coal miner, Mr. Fairless 
earned his way through college to become a doctor of engineering. From a job in a 
railroad he advanced to one with a small steel concern, and thence step by oe to 
head Big Steel. 


An order for nearly six million dollars worth of electrical steel mill equip- 
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ment to rebuild the war-demolished facilities of France has been placed with Westing- 
house Electrical International Company by the French firm of Denain Anzin. This is 
thought to be the largest order of its kind ever placed anywhere and signals dynamic 
action by French industrialists to stimulate recovery in their nation. 


Shareholders in Budd Company discouraged by a net loss of $3.9 million during 
1946, are heartened by first quarter results for 1947 and a bright outlook ahead. 
The company reported net earnings of about $1.8 million in the March quarter, -with 
net in the black each month, and an all time record peacetime backlog of $185 
million in orders. : 





Duncan Fraser, chairman of American Locomotive Companyy, in reporting first 
quarter earnings barely covering the 35 cents per share dividend, emphasizes the 
difficulty of achieving low-cost production for Diesel-electric locomotives in 
view of mounting wage costs. Last year about 75% of output consisted of steam units 
but this year it looks as if Diesels would play a similar role percentagewise. 





Almost daily, reports of technological improvements to increase mechanical 

' efficiency are featuring the news. Latest is divulged by General Motors Corporation, 
an engine that adapts Diesel principles to gasoline motive power, thereby promising 
to cut gas consumption by one third. But a lapse of some years must be expected 
before wide use of the newcomer can be attained. 





Aviation, too, is out with a startlingly improved invention to check the 
bothersome noise of airplanes in flight. The National Advisory Committee for 
Aeronautics says that by use of five blades on a propeller rather than four, it has 
been successfully demonstrated that noise pressure is reduced by 90%. The "silent" 
airplane has arrived. 








High construction costs are not deterring Pennsylvania Salt Company from 
going ahead with expansion plans. This wealthy old concern is well along with build- 
ing of a new modern power plant to cost more than $3.5 million. This unit is 
specially designed to permit use of lower grade coal although steaming capacity will 
be higher than at present. 





At long last the impact of rising costs has reached the level of education to 
push up prices for learning. Tuition of all students at the Business School of Har- 
vard University are raised from $300 to $400 per term, first boost in 16 years. As 
industrialists grab graduates from this institution, however, the increased invest- 
ment will not slacken enrollments. 








According to the American Gas Association, the gas utility companies alone 
are prepared to spend approximately one billion dollars in the current year to ex- 
pand production. This indeed is encouraging news for everyone, because this experi- 
enced industry does not undertake to spend such sums throughout the country unless 
the economic outlook is definitely on the bright side. 





How expanding demand and technological improvements can tend to warrant 
price reductions while at the same time improving profits, is vividly portrayed by 
the experience of Celanese Corporation of America. In 1925 the price of 150 denier 
Celanese yarn stood at $2.90 per pound, seven years later it was down to 90 cents, 
and today it is quoted at 67 cents per pound, less than a quarter of its original price. 





A year ago, United Wallpaper, Inc. announced a revolutionary new stainproof | 


wall covering, Varlar. Now production of 90 styles of this new product has begun in 
@ specially built plant, with a yearly capacity of 35 million square feet of material. 
This fire resistant and fade proof wall covering, easy to clean, is the result of 
nine years continuous research. 
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Es The BUSINESS ANALYST 








SUMMARY 

MONEY AND BANK CREDIT—Treasury will redeem in 
cash on June 1 an additional billion of 7% debt certifi- 
cates, making total cash redemptions of $29.9 billion since 
March 1, 1946, and reducing the Federal gross debt to 
below $257 billion. The debt is now $15 billion lower than 


twelve months ago. Federal Reserve Board opposes further 
easing of consumer credit restrictions at this time. 


TRADE—Retail store sales in March were 13%, under last 
year on unit quantity basis; but profits still average well 
above previous prosperous peace-time periods, despite 
drastic mark-downs of substandard merchandise. 


INDUSTRY—Business Activity slipped fractionally during 
fortnight ended May 17; but margin of increase over last 
year has widened to more than 11%. Profits in some fields 
are being squeezed by rising costs and inability to raise 
prices. Overall business fundamentals, however, are now 
more favorable than in 1919-20. 


COMMODITIES—Prices moved irregularly higher during 
past fortnight; but forthcoming marketing of new crops will 
probably bring moderate declines. Looming box car short- 
age will slow marketing of record wheat crop. Wool tops 
declined sharply, and natural crude rubber dropped to 18% 
below last year. 
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Owing mainly to a greater than normal seasonal drop in 
bank debits outside New York City, Business Activity 
eased off fractionally during the fortnight ended May 17, 
but the margin of annual increase has widened to something 
over 11% compared with the like date last year when the 
coal miners’ strike had been dragging along for seven 
weeks. 


* * * 


Department Store Sales in the fortnight ended May 
17, though still moderately under last year in unit volume, 
enjoyed an average increase of 12% in dollar total, com- 
pared with a cumulative increase of only 11%, for the year 
to date. Sales by all Retail Stores in March were 13%, 
below last year in unit quantity, though up 17%, in dollar 
value; but profits still hold well above previous prosperous 
peace-time years, despite drastic mark-downs of sub-stand- 
ard and over-priced merchandise items. 


* * * 


Publicity given to the drive for lower Prices has encour- 
aged consumers to postpone purchases of non-essentials 
until hoped for price slashing materializes. Owing to drastic 
mark-downs on sub-standard goods, retail prices have re- 
ceded a little of recent weeks; but it is fatuous to expect a 
return to anything approaching pre-war levels, when this 
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re- 
Woe me Year Poca PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
MILITARY EXPENDITURE (tf) $b| May 2! 0.30 0.31 0.45 4.03 atin § 281) 
Cumulative from Mid-1940. May 21 354.5 354.2 335.8 14.3 ontinued trom page 
becomes more generally recognized, the public will 
FEDERAL GROSS DEBT—$b May 21 257.6 257.6 272.4 55.2 come back into the market. 
x * & 

MONEY SUPPLY—Sb 
Demand Deposits—101! Cities...__] May 2! 39.7 394 387 243 So great is the pressure of price publicity that 
Currency in Circulation._ —_—| May 21 28.1 28.1 27.9 10.7 | retail Grocers, becoming jittery over the spectre of 

inventory losses, have cut their wholesale buying to 

BANK DEBITS—13-Week Avge. the bone. As a consequence, ong by wholesale 
New York City—$b____ _| May 21 6.79 6.91 6.60 3.92 | grocers have slumped to only 10% above last year 
1.) Ober Cla _| May 21 9.70 9.81 8.92 5.57 | in dollar totals. As prices for food at wholesale still 

average about 50% higher than a year ago, this 

INCOME PAYMENTS—$b (cd) om 14.61 13.47 13.20 8.1} | would indicate that wholesalers are actually selling 
Salaries & Wages (cd)_.._-_-___ | Mar. 9.27 9.17 8.36 5.56 | 36% less quantity of food than last year at this 
Interest & Dividends (cd). Mar. 1.47 0.56 1.39 0.55 _| time. As shipments by food processors in March 
Farm Marketing Income (ag) | Mar. 184 1.70 1.37 Lat | were 44% heavier in dollar amount than a year 
Includ’g Govt. Payments (ag) ae 1.90 1.74 1.42 1.28 | 99° wholesale food inventories are rising. Unless 

sales pick up before too long it may become neces- 

CIVILIAN EMPLOYMENT (cb) m | Apr. 56.7 56.1 54.1 52.6 sary to reduce orders. 

Agricultural Employment (cb), | Apr. 78 72 8.2 8.9 _— 

Employees, Manufacturing (Ib) | Mar. 165 ped ps om There is little probability, however, that slacken- 
Employees, Government (Ib) | Mar. - a <i 34 ing in domestic demand will of itself greatly depress 

UNEMPLOYMENT (cb) m hye. is = . i prices; since underfed Europe will avidly snap up 

any Foodstuffs that we do not want, up to the 

FACTORY EMPLOYMENT (Ib4) “al a _— ve es limit of our ability to provide transportation to sea- 
Durable Goods Mar. 181 180 142 175 eat 
Non-Durable Goods _...____} Mar. 133 133 124 123 ; te ge a 

FACTORY PAYROLLS (Ib4) _ i ss ” ad Conditions now are far different from the early 

years Following World War I. Then, European 

FACTORY HOURS & WAGES (Ib) 40.7 40.3 industry and agriculture recovered 18 months a 
Weekly Hours = wa psd 103.5 78.1 the Armistice, leading to a drop in demand for 
Hourly Wage (conts)——___ aa is 47.25 42.15 31.79 U. S. goods. Today, Europe is worse off 25 months 
Weekly Wage ($)——-—______— ue ‘ ‘ igi : after the war than when Germany surrendered, and 

PRICES—Wholesale (1b2) May 17 147.0 146.7 110.9 92.2 sw _— are i Europe’s harvests this year 
Retail (cdlb) Mar. me 1? las 6 Ore 

: 

COST OF LIVING (Ib3) Mar. 156.3 153.2 130.2 110.2 In 1920, there were no Government Price Sup- 
Food Mar. 199.5 sooape vag ea ports for farm crops. Today, the Government is 
Clothing — Maer. eine 191.5 eee yea pledged to support farm products prices until Jan. 
Rent Mar. 109.9 eaaid oA snes 1, 1949, at moderate concessions below current 

levels. 

RETAIL TRADE $b * * * 

Retail Store Sales (cd)_....____ —| Mar. 8.74 7.46 7.47 4.72 Today, there is greater unfilled Demand for 
Durable Goods —_____.._____ - | Mar. 1.66 158 ‘a? ei Heavy Goods, the cornerstone of prosperity, than 
Non-Durable Goods —_______. Mar. — mped aed 7 in 1919-20. In Steel, particularly, we are con- 

Dep't Store Sales (mrb) -| Mar. a a pap ge fronted with an acute under-supply. For lack of 

Retail Sales Credit, End Mo. (rb2)_.| Mar. mr _- _ _ steel, the oil industry cannot install enough new 

eT 6 ae equipment to meet the fast-expanding demand, 

MANUFACTURERS’ while automobile production is actually being cur- 
New Orders (cd2)—Total..____| Mar. ” ae? she sol tailed for lack of steel. U. S. automobiles are being 

Durable Goods —_____. —| Mar. avs ie pond wit bootlegged in South America at fantastic prices. 
Non-Durable Goods __._. MT 227 228 188 157 

Shipments (cd2)—Total ____ 2 or: 288 290 197 184 ; i 
Durable Goods __________| Mar. 312 311 183 223 Rising Costs, coupled with inability to raise 
Non-Durable Goods ______. —.| Mar. 272 275 206 158 prices, are reducing profits in some instances. Net 

— earnings of companies producing gas and elec- 

BUSINESS INVENTORIES, End Mo. tricity averaged about 5% lower during the first 

Total (cd) —$b Mar. 38.2 37.1 27.7 26.7 quarter than for the like period last year. Earnings 
Manufacturers’ Mar. 21.6 21.2 16.8 15.2 reported by New York City banks for the first quar- 
Wholesalers’ Mar. 6.7 6.5 4.4 4.3 ter were 20% to 40% under a year ago. 

Retailers’ Mar. 07 9.4 6.5 7.2 ee a 
Dept. Store Stocks (mrb) Mar. 2.1 2.0 1.4 1.4 
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Production and Transportation 
Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
BUSINESS ACTIVITY—I—pc May 17 159.5 159.2 1460 141.8 ; ; ; 
(M. W.S.)—l—np. | May 17 176.6 1764 158.8 146.5 Owing mainly to high costs, Construction con- 
j tracts awarded during April in 37 States East of the 
will — PROD. (rb)—I—np _ a oH pee pa Rockies were 17% below the like month of 1946 in 
ining ar. ae : : 
Durable Goods, Mfe......... eee WIGS 223 222 183 215 value and 44% in number of projects. The Com 
Non-Durable Goods, Mfr.___ Mar. 175 176 166 141 merce Department reports, however, that new con- 
is Seep r  N acaces om in a Poe ——— | struction in progress during April totaled $846 mil- 
t—Tota ay lion—$60 milli head of March and 20% ab 
2 of Manufactures & Miscellaneous. | May 17 387 383 308 379 yee we a ne ne nee alaaaaie 
5 0 Mdse. L. C. L. May !7 121 123 119 156 CP Saar yore 
ide Grain May 17 42 2 = =. a 
-H. 4,61 _ 3,939 267 
me ELEC. POWER Outport (Kw.H.dm | May 17 : i. bisa : 3, | Political Propaganda Aimed at Profits while 
this SOFT COAL, Prod. (st) m May 17 13.0 13. 2 9.0 10.8 | ignoring costs has had the effect of promoting a 
a Cumulative from Jan. |__..___ rsd 17 — 7 = 5 7 5 — P | further rise in labor costs and inciting buyers—not 
Ks Stocks, End Mo = d al =a : | only consumers but also merchants—to withhold 
rch PETROLEUM—(bbls.) m purchases in expectation of lower prices. In conse- 
it ee -— wa a Pg ms | quence of this pressure, many merchants have 
asoline Stocks ay ; : ‘ 
‘i Fuel Oil Stocks May 17 44 43 42 94 | slashed prices at the expense of profits. Meanwhile 
a Heating Oil Stocks May 17 34 33 33 55 —_ are still rising and raw materials are only a 
7 Oe 
LUMBER, Prod. (bd. ft.) m May 17 500 503 461 632 | ‘ae aes ~a 
Stocks, End Mo. (bd. ft.) b..-. | Mar. 4.4 4.3 4.0 12.6 
- STEEL INGOT PROD. (st.) m Ape. 7.08 731 5.86 6.96 | Financially strong mercantile concerns can prosper 
va Cumulative from Jan. |__| Apr. 28.0 20.9 17.6 74.7 | on considerably lower profit margins. Gimbel’s, for 
=a | example, reports that price reductions during the 
“a — May 22 113 131 104 94 | first quarter cut profits to 40% below the like period 
e Cumulative from Jan. |__| May 22 2,084 1,971 2,004 5,692 last year; yet heavy inventory reserves were not 
: ————-——- | touched and the dividend was earned by a large 
MISCELLANEOUS margin. But Price Reductions at the top of the 
Paperboard, New Orders (st)t............| May I7 154 160 159 165 | tndusteial ladd tbe! satin wtliaian 
ly U. S. Newsprint Consumption (st)t.... Apr. 407 415 355 352 i siaieiascinaslianane velhases™tanaget*-eldshiilcadnencanier sbieais doe 
Do., Stocks (mpt), End Mo.............. | Apr. 389 401 392 523 forcing a number of smaller concerns to close shop. 
- Hosiery Production (pairs) m..............| Mar. 154 158 157 150 Costs must come down if prices are to be lowered 
er Whiskey Production (tax gals.)........... | Mar. 19.3 21.5 12.9 11.8 permanently. 
or Do., Domestic Consumption..........' Mar. 4.6 4.6 5.6 8.1 
h 
; ag—Agriculture Dep't. b—Billions. cb—Census Bureau. cd—Commerce Dep't. cd2—Commerce Dep't. Avge. Month 1939—100. 
| cdlb—Commerce Dep't. (1935-9—100), using Labor Bureau and other data. en—Engineering News-Record. |!—Seasonably adjusted Index. 
ar 1935-9—100. !b—Labor Bureau. Ib2—Labor Bureau, 1926—100. Ib3—Labor Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—I100. It—Long 
tons. m—Millions. mpt—At Mills, Publishers and In Transit. mrb—Magazine of Wall Street, using Federal Reserve Board data. np— 
Without compensation for population growth. po—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and 
Charge accounts. st—Short tons. t—Thousands. tf—Treasury and Reconstruction Finance Corp. 
= 
; THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
ie No. of ————— 1947 Indexes ——————- | (Nov. 14, 1936, Cl_—i00) High Low May!7 May 24 
t Issues (1925 Close—100) High Low May!7 May 24 100 HIGH PRICED STOCKS. 89.87 72.58 72.58¢ 75.37 
304 COMBINED AVERAGE __- 148.8 111.5 111.5b 117.4 100 LOW PRICED STOCKS.____ 183.14 124.35) -:124.35b = 132.73 
4 Agricultural Implements __ 188.0 143.4 143.4d 148.9 6 Investment Trusts... = «62.8 48.3 48.3b 52.0 
r HW Aircraft (1927 Cl—1!00)_— 167.1! 108.2 108.2) 113.1 3 Liquor (1927 Cl—100)____._ 933.6 592.1 592.1b 640.6 
7 6 Air Lines (1934 Cl.—100)_. 636.9 486.3 486.3c 488.6 8 Machinery _...__--_ ~~ —s«W59.4 123.1 123.1¢ 129.6 
6A 146.0 107.9 107.96 110.6 3 Mail Order... (12S 84.2 84.2d 94.4 
a 14 Automobile Accessories ___._ 237.4 161.9 161.9 173.1 3 Meat Packing — 108.7 84.9 84.9b 86.6 
f 1! Automobiles _...-- == 42.8 30.8 30.8c 32.7 13 Metals, non-Ferrous ______ 196.7 137.4 137.4¢ 144.7 
/ 3 Baking (1926 Cl—100)____ 24.1 18.9 18.9b 18.9 3 Paper 39.6 31.3 31.3b 32.2 
3 Business Machines ____ 301.6 230.8 230.8b 238.8 23 Fetromeun: IGE 172.2 172.2a 179.5 
2 Bus Lines (1926 Cl —100)__ 175.0 116.1 116.1¢ 127.4 20 Public Utilities === — 134.4 104.3 104.3b 108.4 
4 Chemicals 245.6 223.8 223.8a 230.8 5 Radio (1927 Cl—100)____.__ 23.2 16.1 16.1d 16.5 
2 Coal Mining —.__..__ oes AOE 14.0 14.0¢ 14.6 8 Railroad Equipment _ 80.6 55.8 55.8c 59.2 
4 Communication _...._-__ 558.3 40.6 40.6e 43.8 23 Railroads 27.2 17.0 17.0¢ 18.8 
(3: Constroction: 2. | G6S 48.0 48.0b 51.9 3 Realty 32.9 22.9 22.9b 24.1 
7 Contai 371.5 291.4 291.4b = 299.9 2 Shipbuilding ___—SEEs—«~SN'S'”'K 86.8 88.6 86.8¢ 
S Copper & brass. ESD 90.9 90.9b 97.9 3 Sott trinks _......_.._..__.. 569.0 462.9 462.9a 515.0 
2 Dairy Products... 9.7 56.0 56.0b SP. 13 Steel & Iron 121.1 90.7 90.7b 95.3 
5 Department Stores ______._ 78.6 55.6 55.6b 60.6 3 Sugar 68.2 51.4 51.4¢ 54.8 
5 Drugs & Toilet Articles 223.2 149.4 149.4b 156.2 2 Sulphur 253.8 211.0 211.0b 213.4 
2 Finance C 255.8 203.3 203.3d 209.7 3 Textiles 128.5 93.8 93.8b 102.0 
7 Food Brands - fe a ee 155.2 155.2b 157.6 3 Tires & Rubber... 411.4 29.9 30.2 29.9 
2 Rode ators TSS 63.6 63.6b 65.8 6 Tobacco 87.4 65.2 65.2 68.0 
3 Furniture 94.3 66.1 b6.1¢ 68.8 2 Variety Stores. = 342.5 289.1 289.1b 302.1 
3 Gold Mining _...___— 882.7 738.4 775.8 809.8 19 Unclassified (1946 Cl—1!00) 108.5 83.7 83.7a 87.8 
New LOW since: ao—1946; b—1945; c—1944; d—1943; e—1942; j—1938. 
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Trend of Commodities 





Agricultural commodity prices were irregularly higher at the 
end of the past fortnight, owing mainly to the scramble to cover 
expiring contracts to deliver spot products from available sup- 
plies of the old crops in which the carryover this year is abnor- 
; mally small. Cash wheat advanced to the best price in over a 
month and corn rose to the highest level in over two months. 
i Wool and crude rubber, on the other hand, were conspicu- 
ously weak under an oversupply. Grain futures are selling at 
1 wide discounts below spot prices under prospects that produc- 
tion this season will far exceed domestic requirements. Our 
{ wheat crop will be the biggest in history—double the normal 
| “ea tel average. The Government hopes to export a half bil- 

ion bushels in the unlikely event that enough box cars will be 
available to ship this huge quantity to seaboard. Since the 


wheat yield will be far in excess of storage capacity, and box 
car shortage will be the most acute in history, spot prices this 
year are likely to remain much higher than futures. Preliminary 
estimates, based upon plantings, indicate a cotton crop this 
year of around 11.5 million bales—3 million more than last 
year; but a little under the 10-year average. World cotton crop 
this year is estimated at 21.5 million bales, compared with the 
pre-war average of 31 million; but world trade in cotton is ex- 
pected to slip below the 9 million bales moved in the current 
crop year. Heavy stocks in most countries will allow them to 
wait for lower prices, and textile production abroad is still less 
than half the pre-war yardage. In Japan it is scarcely more than 


10%. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equal 100 


Date 2Wk. | Mo. 3Mo. 6Mo. 1 Yr. Dec.6 

May 24 Ago Ago Ago Ago Ago 1941 

“28 Basic Commodities 298.2 299.5 309.8 316.8 298.7 193.1 156.9 
11 Import Commodities 274.7 279.1 284.8 288.3 289.8 171.9 157.5 
17 Domestic Commodities__._ 314.5 313.5 327.6 336.7 304.6 208.1 156.6 








Date 2Wk. | Mo. 3Mo. 6Mo. 1 Yr. Dec.6 

May 24 Ago Ago Ago Ago Ago 194! 

7 Domestic Agriculture___.._ 342.5 340.2 337.7 328.1 315.5 251.4 163.9 
12 Foodstuffs... = «352.2 353.5 365.6 389.9 368.9 222.8 169.2 
16 Raw Industrials 263.0 264.2 273.3 270.9 254.7 173.1 148.2 





RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-5 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 





1947 1944 1945 1943 1941 1939 1938 1937 
High . 144.9 128.8 95.8 92.9 85.7 783 65.8 93.8 
low 11264 95.8 936 83 743 616 575 64.7 
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COMMODITY FUTURES INDEX 
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Average 1924-26 equals 100 





1947, 1946 1945 1943 1941 1939 1938 1937 
High 136.55 127.07 106.41 96.57 84.60 64.67 54.95 82.44 
Low ....__. 117.14 104.21 93.90 88.45 55.45 46.59 45.03 52.03 
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Securities Disturbing 
Investors 


(Continued from page 275) 
10,000 per day and signs are 
growing that the entire industry 
has about struck a balance with 
current demand. To meet increas- 
ing competition, Emerson has be- 
gun to cut prices on sets selling 
above $30. While high level of 
national income will stimulate 
sales of radio sets, there are valid 
doubts whether sales and profits 
of any one concern can continue 
at recent levels. There is a good 
chance that they may dip fast in 
the second half. As Emerson is 
spending large sums for promo- 
tion and is about to expand in the 
television field, its current ratio 
of 1.9 to 1 last October looks a 
bit tight as to working capital. 
After a period of readjustment, 
the company should do as well or 
better than the average for the 
past decade, and the price for its 
shares will eventually settle down 
to a proper relationship with 
medium term earnings. While at 
the current price level apprecia- 
tion potentials are building up, as 
a speculative medium the shares 
seem hardly as attractive as some 
others in the current market. 





Twentieth Century-Fox Film 
Corporation 

At recent levels around 2834, 
shares of this concern show a dip 
of almost 25% from their 1947 
high of 3834. Compared with a top 
price of 63% last year, the cur- 
rent price status seems still more 
significant. Many investors are 
getting anxious, especially as net 
earnings in 1946 were more 
than those of the previous 
year, and shareholders last year 
received a total of $4 per share 
in dividends compared with $2.50 
in 1945. At that, a net equal to 
$7.90 per share made distributions 
appear on the conservative side. 
Consolidated net profit for the 
first quarter of 1947, however, 
dipped slightly to $2.07 per share 
against $2.53 in the relative 1946 
period, although gross income ex- 
panded by about $2.5 million. This 
undoubtedly reflects a narrowing 
of profit margins common with 
most large concerns, now that 
wages and material costs have 
mounted steadily. While Federal 
attempts to force divestment of 
about 610 movie theatres owned 
by a subsidiary of the company 
ave been rebuffed in a lower 
court, shareholders are fearful 
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—_ towers 


on 
seven hilltops 





Airplane photograph of one of seven relay stations—to 
test use of radio “microwaves” for Long Distance services 


Built by the Bell System, they will provide a new kind of 


Long Distance communication. 


Each hilltop tower is a relay station between New York 
and Boston* for very short radio waves. 


lah ees 99 
These “microwaves 


are free from static and most man- 


made interference. But they shoot off into space instead of 
following the earth’s curve. So they have to be gathered into 
a beam and aimed at the next tower, about 30 miles away. 


That’s the job of the four big, square, metal lenses on each 
tower. They focus microwaves very much as a magnifying glass 


focuses the sun’s rays. 


These radio relay systems may be used for Long Distance 
telephone calls and to transmit pictures, radio broadeasts and 


television programs. 


This is another example of the Bell System’s effort to 
provide more and better Long Distance service. 


BELL TELEPHONE SYSTEM 





*We have applied to the Federal Communications Commission for authority to start a similar 
link later between New York and Chicago. 





that in the long run this impor- 
tant source of earning power may 
be clipped off. Soberly viewed, 
the movie industry and its lead- 
ing components enjoy a fair de- 
gree of stability during recession 
periods. From this angle, gross 
earnings of Twentieth Century- 
Fox may recede more moderately 
than those of other enterprises in 
the event of a moderate business 
let down. The company’s common 
shares, though, are influenced by 


leverage characteristics, so that 
per share net could slide off rather 
impressively. On balance, the cur- 
rent price is not so far out of line 
with net earnings which conceiv- 
ably might level off in the medium 
term to average past perform- 
ance, that is to say, considering 
the general status of the stock 
market. The yield is attractive and 
still would be so at a consider- 
ably lower dividend rate. And un- 
der better market conditions, the 
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; 


shares should eventually sell 


higher. 


Pressed Steel Car Company, Inc. 


When shares of this important 
producer of railway cars recently 
dipped to a price below 10, it was 
dismal news for holders who had 
seen them sell at last year’s top 
of 30. Labor troubles and short- 
ages of essential materials last 
year hampered operations and 
landed the company in the red to 
the extent of 61 cents per share 
for 1946. During the 1947 first 
quarter a net equal to 38 cents 
per share has just been reported. 
This indicates that the company 
at last is on the way to pulling out 
of the hole. Prospects for any re- 
cession in the car building indus- 
try are slim in view of the urgent 
need for new equipment by all the 
railroads. Normally this concern 
supplies about 10% of all freight 
cars, besides making electric 
ranges as a side line. Backlog or- 
ders, on a firm contractual basis, 
have been trending upward, at 
last reports now totalling more 
than $52 million. With no likeli- 
hood of labor stoppages this year 
and with special assurance of 
more ample steel supplies, it would 
seem as if 1947 should restore 
fair earnings to this concern. 
While no dividends were paid dur- 
ing the last half of 1946, 50 cents 
per share was distributed in the 
first six months and for several 
years prior to 1946 an annual rate 
of $1 per share was maintained. 
At the current level around 10, 
the shares could well have more 
than discounted most handicaps 
in the near term and if earnings 
do return to a normal basis, the 
probable yield would be quite at- 
tractive. A prewar rather erratic 
earnings record adds to the spec- 
ulative characteristics of these 
shares. 





Are Drug Companies 
Depression Proof? 





(Continued from page 270) 
potentials. 

Sharp & Dohme, a leading pro- 
ducer of ethical drugs, has a $1.4 
million plant expansion under way 
but probably will not benefit from 
it until rather late in the current 
year. This company fared excel- 
lently last year and its conserva- 
tive dividend of $1 per share for 
the past 12 months was amply 
covered. During the first quarter 
of 1947, non-recurring expenses 
cut net per share to 34 cents com- 
pared with 89 cents a year ago, 
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but it is thought that earnings 
will improve steadily for the bal- 
ance of the current year. The ap- 
proximate 800 specialties pro- 
duced by this concern provide it 
with wide markets. 

Another ethical drug manufac- 
turer with growth potentials en- 
hanced by enlarged facilities is 
E. R. Squibb & Son. During 1945- 
46 this old established concern 
spent some $6 million on new 
plants and equipment. In view of 
prospects for well sustained vol- 
ume in both domestic and foreign 
markets, after a temporary cur- 
rent dip while dealers adjust their 
inventories, the company should 
continue its long term growth 
trend. Until this conservative 
drug producer completely repays 
moderate loans incurred to finance 
its expansion program, dividends 
may not tend to increase, but the 
current rate of 25 cents per share 
quarterly should be earned per- 
haps by a margin of 3 to 1, based 
on a 12 months period. 

Parke Davis & Co., too, is an 
important factor in the ethical 
drug field, not only in the United 
States but in many foreign mar- 
kets. Exports account for almost 
30% of the company’s total busi- 
ness. Sales rose impressively last 
year and, with relief from EPT, 
net earnings increased 72% over 
1945. 1946 net per share of $2.73 
was considerably better than the 
average for a decade before. Dur- 
ing the March quarter of 1947, a 
reported net per share of 68 cents 
showed that prosperity was still 
in the cards, although the rate of 
gain had somewhat faded. The 40 
cents quarterly dividend seems 
well secured. 

One of the two largest manu- 
facturers of pharmaceuticals, as 
well as of cosmetics :and home 
specialties is American Home 
Products. This concern has estab- 
lished a notable growth in sales 
and profits through the acquisi- 
tion of about 30 other concerns 
during fairly recent years. 
Through aggressive merchandis- 
ing policies and broad diversifica- 
tion in its particular field, it has be- 
come thoroughly entrenched with 
the trade, here and abroad. Dur- 
ing more than two decades it has 
distributed dividends to its share- 
holders without interruption, al- 
though consistently building up 
working capital at the same time. 
For these and other reasons 
shares of American Home Prod- 
ucts enjoy a spot in many conserv- 
ative investment portfolios, both 
for dependable income and possi- 


bilities for long term appreciation, 

Bristol-Myers has a fine record 
of stable earnings over an ex. 
tended period of years, ranking as 
third largest producer of proprie- 
taries. Such well-known items as 
Ipana Tooth Paste, Sal Hepatica, 
Vitalis and Rubberset brushes are 
among its numerous offerings. In- 
creasing demand for the com- 
pany’s products has led it to ex. 
pend its facilities considerably. 
The sharp rise in net profits last 
year, pushing net per share up to 
$4.90, may represent peak gains 
for a good while to come. Store 
buyers eyed inventories cautiously 
in the first quarter of 1947, with 
the result that per share net 
dipped to $1, but this is considered 
of minor significance. Quarterly 
dividends of 50 cents per share 
seem well assured for the balance 
of 1947. 

The largest manufacturer of 
proprietary items having petro- 
leum as a base is Chesebrough 
Mfg. Co. Shareholders in this 
company have not failed to receive 
dividends since way back in 1883, 
so stable has the business proved 
to be. While loss of Government 
business last year caused a mod- 
erate dip in sales, tax relief more 
than offset this factor and net 
profits were raised 78% over 1945, 
equalling $5.84 cents per share. 
Volume is reported to have de 
clined somewhat during the early 
months of the current year, but 
definite figures on this and ag to 
interim earnings have not yet ap- 
peared. For the full year it is 
thought that net will prove very 
satisfactory and that extra divi- 
dends may supplement the regu- 
lar 50 cents quarterly distribution 
per share. 

Since lack of space precludes 
discussion of all concerns shown 
on our table, we will summarize a 
few points in general. The drug in- 
dustry has always been notably 
resistant to depression influences, 
though by no means proof against 
hard times. For most companies 
in the field a modest decline from 
last year’s record results should 
be anticipated, but with infre- 
quent threats to current dividend 
rates. The earnings stability of 
the group has traditionally held 
share prices fairly high in relation 
to net earnings, as shown by the 
fact that only last September, 
when general market lows were 
close at hand, the average price- 
earnings ratio for the 17 com- 
panies on our table was 22.4. In 
contrast with this, the corre- 
sponding ratio now stands at 9.2. 
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Considering the well established 
quality of the group and the gen- 
eral outlook in the offing, it seems 
clear that speculative pessimism 
has considerably overshot the 
mark. With proper selectivity, 
some well assured yields for a 
long pull seem obtainable in this 
special group, though conceivably 
the most opportune moment for 


acquisition has not yet arrived. If* 


our readers will keep track of the 
advice as to timing furnished by 
our Mr. A. T. Miller in every 1is- 
sue of the Magazine of Wall 
Street, some constructive results 
may unfold. 


Answers to Inquiries 
(Continued from page 278) 


snow. We crossed back to Honshu and 
proceeded to Kyoto—just in time to 
see the cherry blossom festival. We were 
treated as guests of honor at the af fair— 
being part of the occupation force. It 
was really beautiful and thoroughly en- 
joyed by everyone present. Thence to 
Hiroshima. That was followed by a 
trip to Nagasaki and after that to 
Beppu—a hot springs resort. It’s famous 
for its varied colored and beautiful 
springs. There is a blue one, a green 
one, a red one and a white one. In all 
there are some 300 springs. Being south 
of here it was almost summer and 
flowers of all kinds were in full bloom. 
We arrived hack in Tokyo this morn- 
ing. The southern half of the trip was 
more or less a repetition of the one I 
took a little over a year ago but it was 
the first time I have been north of 
Tokyo for several years. : 

I note your remarks regarding | the 
uncertainty of the market—a condition 
which I regard as more or less normal, 
especially in these times where so many 
influences are at play. The best one 
can hope to do is to pick good stocks 
and take his chances. As you say, the 
value of my portfolio seems to be hold- 
ing up pretty well. 

Shall I continue holding cash re- 
serves or shall I buy more stocks now? 

A. P., Tokyo, Japan. 

The description of your tour of 
Japan was delightful reading and 
it must have been an interesting 
and enjoyable experience for you. 

As perhaps you know by this 
time, the stock market has been 
subjected to considerable liquida- 
tion recently and prices receded 
close to the old low of 163.12 for 
the Dow-Jones Industrial Averages 
registered last Fall. The public ap- 
pears to be doing little buying or 
Selling, except making some 
switches which appear advanta-- 
geous at this time. If the market 
requires evidence of a substan- 
tially completed economic read- 
justment to create substantial 
buying, it does not seem that it 
-an be had for several months. 
However, the market has a habit 
of doing just the opposite of what 
the majority think it will do. Un- 
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This steel adds luster to your golf 


You play a tough shot better if you 
have complete confidence in your club. 

When the head is the special-purpose 
Stainless Steel produced by Armco, 
your club always has the “sweet,” easy 
feel that good golfers demand in a top- 
flight iron. Stainless club-heads clean 
like magic. They are solid bright metal 
all the way through . . . no plating to 
wear away when you buff off nicks and 
scratches. Irons made of Stainless Steel 
stay bright and lustrous through many 
seasons’ play. 

The successful use of Stainless Steel 
in club-heads suggests many other 
applications to manufacturers. Armco 
produces more than 60 grades of Stain- 
less in sheets, strip, bars and wire; so 
whether the need is for high strength, 
long life, great heat resistance or beauty 


SRMCY 


W 


of appearance, there is an Armco grade 
to meet the most exacting requirements. 
Many manufacturers have found Stain- 
less especially suitable for heating 
equipment, chemical processing and 
food preparation equipment, as well as 
better-looking for home products and 
appliances. 

Alert research and manufacturing 
skill have made Arntco the leader in the 
field of special-purpose steels. These 
steels go into high-quality appliances, 
equipment and machines for home, 
farm and industry. Armco research is 
constantly looking ahead . . . seeking 
new and improved steels for the better 
products of tomorrow. The American 
Rolling Mill Company, 951 Curtis St., 
Middletown, Ohio. Export: The Armco 
International Corporation. 


Q THE AMERICAN ROLLING MILL COMPANY 


The familiar Armco triangle identifies special-purpose steels that help 
manufacturers make more attractive, more useful, longer-lasting products 





til all maladjustments are cor- 
rected, we cannot see any broad 
rise in stock prices. 

Some idea of the scope of the 
decline in the current year may 
be gained from the market action 
of some of the more representa- 
tive equities. For example, Schen- 
ley Distillers sold as high as 100 
last year and this year as high as 
5534, and recently slumped to a 
low of 2314. Montgomery Ward 
which sold as high as 645 sold as 
low as 49 this week. General 
Motors which sold as high as 65% 
sold as low as 51%. American 


Telephone & Telegraph, which 
we sold out sometime ago at 
17434, made a new low of 1595, 
etc. The decline was most severe 
in the highly speculative issues: 

We continue recommending 
maintenance of adequate liquid 
reserves and deferring new com- 
mitments until the market reaches 
a lower level and stabilizes. 
Small Investor Was Pessimistic 

Over A Year Ago 

It is a cinch that you are pestered 
with letters from novices, who think 
they know something about the market 
and so you may add me to your list. 

I see a geod many high priced services 
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and will say that the comments of A. T. 
Miller on the market are by far the 
most sensible that I see. 

For considerably over a year have 
been very pessimistic and have thought 
that the best place for money was in 
the bank and still think so, for if in- 
vestors will not buy stocks, which ap- 
pear cheap, considering the present 
value of the dollar there may be some- 
thing bad ahead. 

However, am inclined to think that 
the situation is not so illogical as it 
looks. I assume that the bulk of stocks 
are owned and bought by people of 
large means and who pay an income tax 
of 40% and up. These people are not 
particularly interested in more income 
to pay taxes on but prefer to try for 
profit on long term gains upon which 
their tax at the present time is only 
25%. But better still they hope event- 
ually to buy so cheap that it may 
never be necessary to sell. 

I am only a little fellow but that is 
the way I am playing the game and I 
reckon the big boys see much farther 
ahead than I do. 

Incidentally I think the Dow theory 


is the bunk. 
C. J., San Diego, Calif. 

You exhibited sound judgment 
over a year ago when you felt that 
the best place for money at the 
time was in the bank rather than 
in the stock market. The sharp 
decline in security values has 
proven very costly to many expe- 
rienced investors, both small and 
large, who continued optimistic at 
the peak of the market. 

However, your assumption that 
the bulk of sto¢ks are owned by 
people of large means in the 
higher income tax brackets is not 
borne out by the facts as revealed 
in stockholders lists. There are 
over 15 million investors in this 
country and the average individ- 
ual holding is small. 

It is gratifying to hear that our 
Mr. A. T. Miller’s market outlook 
articles have proven “sensible.” 


Can Auto Industry Avoid 
Serious Roadblocks? 


(Continued from page 264) 


comparison with historical evalua- 
tions of earning power. Prices in 
recent months have taken into 
consideration the vast imponder- 
ables involved in labor relation- 
ships, however, and it must be ad- 
mitted that the consequences of 
misunderstandings can prove se- 
rious handicaps in mass produc- 
tion industries where a steady, un- 
interrupted flow of materials is 
essential to profitable operations. 

As an example of the interde- 
pendence of numerous phases of 
manufacture, one needs only to re- 
call the adverse effects of the re- 
cent short tieup in Inland Steel 
Company’s mills over the phrase- 
ology of a new contract. While the 
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dispute was being ironed out, more 
than a week of production was 
lost and inasmuch as Inland is an 
important supplier of steel sheets 
for the automobile industry, oper- 
ations of Chrysler and Briggs 
Manufacturing plants were re- 
tarded. This ‘development alone 
probably accounted for the fact 


that the industry’s output for . 


May failed to. keep pace with 
April volume. 

In examining the outlook for 
the automobile industry, there- 
fore, it is essential that provision 
be made for possible delays occa- 
sioned by labor disputes. Allow- 
ance also must. be made for diffi- 
culties in obtaining raw materials, 
such as copper, lead, rubber, glass 
and textiles. Of these critical 
items the one in shortest supply is 
copper. Although domestic output 
has been gaining slowly, the re- 
cent advance in price has failed 
to attract foreign metal in quan- 
tity. Manufacturers of electrical 
equipment still are operating on 
short schedules because of the 
scarcity of the red metal. 

Aside from a possible suspen- 
sion of soft coal operations, pre- 
viously cited as the most disturb- 
ing threat to industry, there 
seems to be no serious trouble 
looming in automotive circles. Un- 
fortunately, however, one cannot 
rely unreservedly on apparent sta- 
bility of production. A dispute 
arose recently between the Ford 
Foremen’s Association and man- 
agement which threatened to cur- 
tail normal operations and involve 
others than the _ independent 
union. This illustrates how com- 
paratively small segments of labor 
may disrupt established routine 
and prevent fulfillment of regular 
schedules. 

If labor from other industries, 
where layoffs may occur, turns to 
automotive centers for employ- 
ment in coming months, manage- 
ments may be able to enforce 
stricter discipline and obtain more 
satisfactory results. 





Appraising the Development 
Of Our South Central States 


(Continued from Page 267) 

It will be seen that the vast 
outpouring of government and 
private expenditures during the 
war tended to equalize income 
levels, due to the location of new 
industries, and army camps and 
depots in the less developed sec- 
tions of the country, particularly 
the South, and due also to the 
heavy purchases of raw materials 











Wartime Changes in National 
Income in the South 
Central States 


1945 
Natl. 
Income 


1945 
Per Cent Per 
Change Capita 





(Millions) 1940-45 Income 
Alabama ...... $1,980 +159 $700 
Arkansas ...... 1,171 +137 654 
0 Eee 1,938 +156 1,113 
Kentucky ...... 1,916 +118 735 
Louisiana ...... 1,931 +128 785 
Mississippi ..... 1,159 +161 55 
Missouri ....... ,806 + 99 1,063 
Oklahoma ..... 1,820 +120 88 
Tennessee ..... 2,353 +154 813 
Eas 6,263 +136 917 
Total 
South Central. 24,337 +132 850 
Were Us. 3.5.65. 152,704 +101 1,150 














and finished products from such 
sections. . 

While total national income of 
the U. S. increased between 1940 
and 1945 by 101%, income in the 
South Central States increased by 
132%. These States that before 
the war had the lowest level of 
per capita income enjoyed in 
most cases the sharpest rise dur- 
ing the war; this narrowed still 
further the disparity which some 
years ago caused several of such 
States to be relatively unattrac- 
tive as measured by consumer 
purchasing power. 

Marked Business Expansion 

Accompanying the wartime ex- 
pansion of national income, retail 
and wholesale trade experienced 
unusual prosperity, shared by the 
service lines such as motion pic- 
tures, hotels, restaurants, laun- 
dries, etc. Most of the large chain 
store, department store and mail 
order organizations now operate 
throughout these States, as else- 
where, while large numbers of 
new retail businesses have been 
started as individual proprietor- 


ships, partnerships, and family-: 


owned corporations. Some of the 
local chain store systems, such 
as Edison Brothers and Berland 
Shoe Stores, have grown rapidly. 
May Department Stores, one of 
the country’s largest department 
store chains, has headquarters in 
St. Louis, where the large whole- 
sale house of Ely & Walker Dry 
Goods is also located. 

A considerable number of cor- 
porations in this section have ex- 
panded to the point where public 
financing was arranged during 
the past year or so for the offer- 
ing of shares to raise additional 
capital and to make a trading 
market for their stock. Several of 
such companies, having annual 
sales over $10 million, are given in 
the table at the end of this sur- 
vey. One of these — Anderson, 
Clayton & Co. of Houston — is 
the largest firm of cotton mer- 
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Recent New Stock Offerings 


chants in the world, with sales 
of $268 million last year, while 
another — Ralston Purina Co. of 
St. Louis — processed $160 mil- 
lion of cereal products. 








of Companies in the South 
Central States Having Annual 
Sales Over $10 Million 
Year Sales 
Ended (000s) 
Anderson, Clayton & Co., 
Houston — Cotton mer- 
chants, ef6. .......... 7/31/46 $268,195 


Anderson, Pritchard Oil 
Corp., Okla. City — Oil 


prod. Ce eae 12/31/46 16,510 
Fleming Compan Inc., 

Topeka — holesale 

Ce, Ce 12/31/46 16,239 


Forest City Mfg. Co., St. 
cate — Mfrs. women’s 


MOEEOE cou pccsesevices 12/31/45 10,251 
Mi cosnenen Distilleries Co., 

Louisville — Whiskey 

CPM Cccvweaccence 12/31/46 43,830 
Moore-Handley Hdw. Co., 

Birmingham — Whole- 

sale hardware, etc..... 12/6/47 20,295 
Oberman & Company, Jef- 

ferson City Mfg. 

work clothing ......... 11/30/46 10,237 


J. M. Radford Grocery 

Co., Abilene — Whole- 

sale groceries ......... 1/31/46 13,223 
Ralston Purina Co., St. 

Louis — Food cereal 

OCMGTS geri 6.405.005 30 9/30/46 160,270 
Worren Petroleum Corp., 

Tulsa — Mfg. national 

gasoline, etc. ......... 6/30/46 21,281 




















Pitfalls for the Unions 


(Continued from page 271) 

one, the theory that men are en- 
titled to equal pay regardless of 
their experience or capabilities 
must be discarded, along with all 
barriers to unrestricted individual 
opportunity to work. Only by ad- 
justments of this kind can new 
blood be injected into the economy 
to allow free play for art and skill. 
The ‘House on the Hill’ must be a 
possible goal for every worker, as 
heretofore under our American 
system. 


For Profit and Income 


(Continued from page 277) 
probably would be. There are two 
new uncertainties. One is whether 
the CIO will take over the as- 
sorted telephone unions and weld 
them into a more effective na- 
tional bargaining unit. We would 
not be surprised if this happens. 
It could put the company in a 
much tougher spot in the next 
wage battle, other things being 
equal. But now comes the other 
uncertainty. It is whether labor 
legislation will become law this 
year; and, if so, how it will affect 
utility strike situations. When- 
ever the Government becomes 
any kind of a participant in wage 
settlements, the unions always 
can gain something by strike or 
threat to strike. 
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Copies of the complete 47th Annual Report are 
available, while the supply lasts, on request to the 
Electric Boat Company, 33 Pine Street, New York 
5, New York. 


A DIGEST 
OF THE 


47th Annual Report 


of the ELECTRIC 


Net Earnings for 1946, after taxes and in- 
cluding estimated Excess Profits ‘‘carry-back" 
tax credit, came to $1,547,586 against $2,- 
161,171 in 1945. The 1946 earnings were 
$1.98 per share of Common Stock. In 1945 
$3.11 was earned on the capital stock. 


Dividends in cash, totalling $1.25 per share, 
were paid during the 1946 year on the Com- 
mon Stock, and $1.00 was paid and declared 
on the Preferred during the last six months of 
1946. A stock dividend in new Preferred Stock, 
equivalent to $12.50 of stated value for each 
share of Common Stock, was distributed to 
stockholders in July, 1946. 


Gross Income from Operations in 1946 
amounted to $14,369,000 against $45,439,500 
in 1945. 


Unfilled Orders stood at approximately 
$4,541,000 on January 1, 1947 compared with 
$10,871,000 on January 1, 1946. New sub- 
marine development work is expected during 
1947. Canadair Limited, Electric Boat’s new 
Canadian aircraft subsidiary, had, as of 
April 1, 1947, over $30,000,000 of uncom- 
pleted business on hand in transport aircraft 


and spare parts. 


BOAT COMPANY 


New Products of Electric Boat, consisting of 
offset printing presses, light weight truck 
bodies, a new line of motor cruisers, high 
speed trawlers and others, are in production 
and deliveries are increasing. 


Current Assets, including inventories, less 
advances, amounted to $18,300,068, and cur- 
rent liabilities were $1,342,049 at December 
31, 1946, a ratio of 13.6 to 1, indicating a 
high state of liquidity. 


Net Working Assets amounted to $16,958,- 
019 at December 31, 1946, or $12.05 per 
Common share after deducting $12.33 per 
Common share for stated value of the Pre- 
ferred Stock. Working Assets at December 31, 
1945 were $16,825,878, or $24.18 per share 
of capital stock then outstanding. 


Net Book Value stood at $20,468,414 at the 
1946 year-end, or $17.09 per share of out- 
standing Common after deducting the stated 
value of the new Preferred equivalent to 
$12.33 per Common share, or a total for com- 
parative purposes of $29.42. Book value at 
the end of 1945 was $20,111,820 or $28.91 
per share of capital stock. 


ELECTRIC BOAT COMPANY 


33 PINE STREET, NEW YORK 5, N.Y. 





Margins 


The Reserve Board has decided 
that this is not the time to reduce 
stock margin requirements again. 
Evidently such decisions hinge 
mainly on expediency and “saving 
face’ for the Board. Actually, 
with the market quiet and in a 
medium long-term price range, 
this is as good a time as any to 
put margins back to a 50% basis. 
That is bound to be done eventu- 
ally, probably in a matter of 
months at the most. It will not 
significantly affect the main 
trend of prices, whatever it is at 


this time. It should be done as a 
simple matter of equity. There is 
no good excuse for the absurd 
discrimination between high loan 
values on real estate or goods and 
a 25% loan value on common 
stocks. But when the move comes, 
don’t expect it to make a bull 
market. There will, of course, be 
another bull market in due time, 
but for much more basic reasons. 


Sequence 


Measured against the previous 
bear-market lows of last autumn, 
consumer-goods stocks have de- 
clined over twice as much as capi- 
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How Some Investors Now Avoid 
Capital-Shrinking Market Declines 


How They Participate in Worthwhile Market Advances 
With Reasonable and Profitable Accuracy . . . 
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How, in Some Cases, They Now Make $1,000 
Do the Work of $2,000 


More and more investors are learning how to judge the probability of im- 
pending market breaks in time to withdraw their funds or sell short and realize 
profits from declines; and to time their buying with reasonable accuracy 
before substantial, money-making market advances. They do this with more 
peace of mind. Their losses are smaller and less frequent. 


“Trend-Appreciation Profits”—an introductory book, outlines a policy for 
judging market trend turning points . . . not perfectly, but with reasonable 
accuracy. The principle of analysis is based on a factual measurement of total 
Dollar-value Gains recorded by all round-lot active stocks showing the effects 
of “being bought,” and Dollar-value Losses given up by stocks showing the 
effects of “being sold.” The relative strength of Buying and Selling is thereby 
compared. 


More and more investors are learning how to pick, in advance of the next 
market move, five or so stocks which, as a group, often can be counted on to 
do about twice as well, percentage-wise, as the whole market. Now they some- 
times make as much profit on $1,000 as they formerly did on $2,000. The book 
also explains this principle of stock selection based on a study of Gain and 





Loss Indexes of individual issues. 


The objective is to help— 


considerably ; 


a market decline is imminent. 





sions on facts, not opinions. 





(a) Eliminate sluggish issues with below-average Gain Indexes, thus mini- 
mizing tying up capital in slow-movers; 


(b) Select dividend-paying stocks which should out-perform the market 


(c) Select probable fast-moving, special situation type stocks which appear 
to afford outstanding speculative probabilities; 


(d) Select stocks which appear to be particularly desirable short sales when 


This information does not make possible infallible market judgment. It 
does not eliminate all losses. BUT, an increasing number of investors appear 
to find it of definite help because it enables them to base their market deci- 


Current Reports—providing up-to-date information on above, and a 
specific statement of our interpretation of market trend for period 
ahead, are included with book. Use coupon below. Send $1 to cover costs. 


MANSFIELD MILLS COMPANY 


LARCHMONT, NEW YORK 


Send to me your current report M-51 and the book, “Trend Appreci- 
ation Profits.”’ I enclose $1 to cover costs. 
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tal-goods, on a broad average. 
That is pretty closely in line with 
the economic sequence. The con- 
sumer-goods industries usually 
turn down ahead of capital-goods 
lines, and have done so in this 
instance. Their 1947 earnings will 
compare less favorably with 1946 
than those in durable goods. But 
the normal cycle in consumer 
goods is fairly short. (We note 
that advance buying of autumn 
general merchandise by retailers 
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has been better than had been 
expected.) Consumer-goods stocks 
may not bottom much, if any, 
ahead of durable-goods issues, but 
will be more “sold out” and hence 
may be expected to decline less 
in the final phase, reversing the 
sequence to date. 


Coming Up 


A fair number of stocks are in 
or on the fringes of a good long- 
term buying zone. We have them 


under watch and study. All you 
have to do is keep your cash re 
serves intact and available. This 
column will have plenty of recom. 
mendations one of these days. 





Western Europe—A Testing 
Ground For Private 
- Enterprise 


(Continued from page 261) 

in the balance of trade is expected 
to be about $350 million as 
against the 1946 deficit of $500 
million. It is expected to be met 
by the mobilization of Belgian 
assets abroad and the utilization 
of the remainder of the Canadian 
loan. 


France and Italy Must Have Loans 


The Western European coun- 
tries faced with meeting a seri- 
ous gap in their international 
payments are France, Italy and 
the Netherlands. French imports 
and other payments will require 
this year about $2,800 million, 
while the exports and the income 
from investments and _ tourist 
trade may bring about $1,300 
million. Hence foreign exchange 
must be found to cover the pros- 
pective deficit of about $1,500 
million. 

To meet this deficit, France 
had available at the beginning of 
this year about $575 million from 
the $650 million Export-Import 
Bank credit extended last June. 
She had also about $100 million 
left from the Canadian credit of 
$240 million. Last month, France 
obtained a loan of $250 million 
(see table) from the World Bank 
and a $25 million credit from the 
International Fund. In December 
1946, Argentina granted France 
a new credit of $134 million sub- 
ject to the signing of a com- 
mercial agreement, and a British 
banking house extended a loan 
for $50 million for the financing 
of purchases of wool. France will 
be still short about $400 million, 
which will have to be met from 
French gold reserves, now at 
about $800 million, and by the 
liquidation of French assets in 
this country. 

If they are to keep their fac- 
tories running and the people pro- 
vided with basic food require- 
ments, the Italians calculate that 
they would need about $1.7 bil- 
lion worth of raw materials, food 
and equipment. As against this 
amount, their exports could bring 
about $1 billion. The problem is 
to find around $700 million. About 
$130 million are still available 
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from the unfulfilled portion of the 
UNRRA program, and Italy will 
get about $100 million from the 
$350 million just set aside by 
Congress as post-UNRRA relief. 
The Export-Import Bank ear- 
marked for Italy about $100 mil- 
lion earlier in the year. The 
money is to be used to get raw 
materials for certain export in- 
dustries. Private donation and 
immigrant remittances are ex- 
pected to yield about $130 million. 
In addition, Italy may receive 
some assistance from the World 
Bank and the International Fund. 


‘Federalized Europe” or a 
“Continental Plan” 

Western Europe is an impor- 
tant outpost of western civiliza- 
tion and guards the western 
world’s economic and_ political 
position. Its defense is as essen- 
tial to the United States as the 
defense of such outposts as Tur- 
key, Greece or Korea. It is an 
inescapable fact that an economic 
crisis is developing in Europe and 
that in order to hold the gains 
made and to avert bankruptcy 
and social radicalism, the United 
States must help. But the con- 


viction has been also growing 
that Europe and_ particularly 


Western Europe can help itself 
through closer economic coopera- 
tion. The point was elucidated re- 
cently by Mr. Walter Lippman as 
follows: 

“After we have discussed the 
separate needs of Britain, France, 
Italy and the rest, we should sug- 
gest to them that they meet to- 
gether, agree on a general Euro- 
pean program of production and 
exchange imports and exports to 
the outer world, and that they 
arrive at an estimate of the con- 
solidated deficit for as much of 
Europe as can agree to a common 
plan. Such a consolidated deficit 
will be smater than the sum of 
Separate national deficits. More- 
over, from our point of view it 
would be a refreshing innovation 
to make our contribution not to 
many separate governments but 
to Europe—if not to all of it at 
first, then at least to a very large 
part of it.” 

The movement for the political 
and economic integration of Eu- 
rope — or Western Europe alone 
— has been growing. Next year, 
the customs union of the Nether- 
lands, Belgium and Luxembourg 
will be a fact. The discussions 
regarding the coordination of the 
new customs union with France 
and Switzerland are conducted off 
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and on in Paris. And there is a 
proposal for a closer economic co- 
operation between France and 
Great Britain. 

It is particularly felt that 
various reconstruction plans ad- 
vanced in the different European 
countries, such as the five-year 
French plan, the two-year Czech 
plan, the four-year Polish plan 
an so down the line have been 
made without reference to each 
other with the result that Europe 
may find itself with some of the 
industries —steel, for instance — 
overextended. Hence it is wel- 
come that an Economic Commis- 
sion for Europe has been decided 
upon by the UNESCO which will 
investigate the coordination of 
economic planning. 

The most ambitious is, of 
course, the plan for establish- 
ment of the United States of 
Europe advocated by the former 
British Premier, Mr. Churchill 
and before him by the Premier 
of South Africa, General Smuts. 





Greyhound Enters 
Its Busiest Season 





(Continued from page 273) 


the larger system, representing 
the parent concern’s ratable share 
subsequent to deductions for mi- 
nority stockholders in the affili- 
ates. It is interesting to note that 
dividend distributions by the var- 
ious associated system varied 
widely in proportion to their gross 
revenues. Operating revenues of 
Pacific Greyhound Lines, for ex- 
ample, were $36.6 million, largest 
of any in the family, although 
Grevhound Corporation received 
only $890,400 from its 61.05% 
interest in this concern. As the 
owner of 100° of the Class A 
common of Southwestern Grey- 
hound and 82.83 of the class B, 
the parent received $2.3 million in 
dividends, although this unit 
ranked fourth in point of operat- 
ing revenues. Other sizable divi- 
dend payers among the 16 con- 
cerns which directly swelled in- 
come for the parent last year were 
Atlantic Greyhound and Great 
Lakes Greyhound, distributing 
$1.65 million and $1.4 million re- 
spectively. All of which reflects, 
among other things, variations in 
traffic problems, equipment and 
managerial efficiency, as well as 
needs for retaining profits. 


Lower Operating Costs Needed 


In the struggle started last 
year, and still continuing, to lower 








C.LT. FINANCIAL CORPORATION 
Dividend on Common Stock 


A quarterly dividend of 50 cents per share in 
cash has been declared on the Common Stock 
of C. I. T. FINANCIAL CORPORATION, 
payable July 1, 1947, to stockholders of record 
at the close of business June 10, 1947. The trans- 
fer books will not close. Checks will be mailed. 

FRED W. HAUTAU, Treasurer. 
May 22, 1947. 








UNION CARBIDE 
AND CARBON 
CORPORATION 


UCC) 


A cash dividend of One dollar ($1.00) 
per share on the outstanding capital 
stock of this Corporation has been 
declared, payable July 1, 1947, to 
stockholders of record at the close of 
business June 6, 1947. 

MORSE G. DIAL, 


Secretary and Treasurer 


E. |. DU PONT DE NEMOURS 

& COMPANY 
WILMINGTON, DeLawarRE: May 19, 1947 
The Board of Directors has dec lared this day 















regular quarterly dividends of $1.12 42 a share on 
the outstanding Preferred Stock—$4.50 Series 
and 87'4¢ a share on the outstanding Preferred 
Stock —$3.50 Series, both payable July 25, 1947, 
to stock ers of record at the close of business 
on July 1947; also $2.00 a share, as the sec- 
ond interim dividend for 1947, on the outstanding 
Common Stock, payable June 14, 1947, to 
stockholders of record at the close of business 


on May 26, 1947. 
L. puP. COPELAND, Secretary 
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WALTER A. PETERSON, Treasurer 
May 15, 1947. 























5 age Johns-Manville 
| Corposcation 
PRODUCTS DIVIDEND 
The Board of Directors declared a dividend 
of 25¢ per share on the Common Stock pay- 
able June 17, 1947. to holders of record 
June 9, 1947. 
ROGER HACKNEY, Treasurer 








ANACONDA COPPER MINING CO. 
25 Broadway 
New York 4, N. Y., May 22, 1947 
DIVIDEND No. 156 
The Board of Directors of the Anaconda Copper Mining 
Company has declared a dividend of Seventy-five Cents 
(75e) per share upon its Capital Stock of the par value 
of $50 per share, payable June 25, 1947 to holders of such 
shares of record at the close of business at 3 o'clock 
P.M., on June 3, 1947 


C. EARLE MORAN, Secretary. 
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Allegheny Ludlum Steel Corporation 
Pittsburgh, Penna. 
At a meeting of the Board of Directors of the 
Allegheny Ludlum Steel Corporation, held on 
May 27, 1947, a dividend of forty cents (40c) 
~ share was declared on the 


common stock of the Corporation, 
ayable June 30, 1947, to stock- 
oiders of record at the close of 
business June 10, 1947, 
E. J. HANLEY, 


Secretary & Treasurer. 











| 


THE TEXAS COMPANY 


A dividend of 50¢ per share or two per 
cent (2%) on par value of the shares 
‘of The Texas Company has been de- 
clared this day, payable on July 1, 
1947, to stockholders of record as shown 
by the books of the company at the close 
of business on June 6, 1947. The 
stock transfer books will remain open. 


L. H. LINDEMAN 
Treasarer 
een 











179th Consecutive Dividend paid 
by The Texas Company and its 
predecessor. 








May 27, 1947 











operating costs, Greyhound has 
had several obstacles to overcome. 
First in importance until the ar- 
rival of its new fleet has been the 
high expense of reconditioning 
buses sadly worn by peak wartime 
use. Much of the company’s equip- 
ment had been taxed to the limit 
and numerous units had entirely 
outlived their usefulness. Despite 
increased costs of repairs and time 
lost in the shops, the company’s 
average mileage per bus last year 
was the highest in its history. De- 
livery of the new “Silversides” 
buses is now at the rate of about 
3 per day and soon will be stepped 
up to 6, but meanwhile the man- 
agement is centering its main ef- 
forts to keep its older coaches on 
the road to earn revenues with a 
minimum of idle time. It is hoped 
that these policies will result in 
substantial cost savings, not only 
now but in the long run. 

Of total revenues, the Grey- 
hound system is now obliged to 
allot 35.5% for its payroll, as re- 
sult of last years wage boosts and 
the addition of about 4000 em- 
ployees. Larger outlays for parts, 
tires, fuel and oil, too, absorb 27% 
of revenues. Although operating 


revenues per mile in 1946 trended 


down to $.3899 compared with 
$.445 in the previous year, operat- 
ing expenses rose conversely to 
a level of $.285 cents per mile 
against $.277 in 1945. The squeeze 
is evident, but gradually may ease 
when the newer buses get into ac- 
tion and the battle for greater 
operating efficiency meets with 
increasing success. 

As for its finances, Greyhound 
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is in excellent shape. In part this 
is due to an unbuilding of working 
capital in recent years to help 
provide for $20 million of modern 
new terminals, construction of 
which has now been deferred be- 
cause of currently high costs. Con- 
solidated net working capital at 
the first of the year stood at a 
peak figure of $28 million, up by 
nearly $25 million since Pear] Har- 
bor. To finance needed sums for 
new equipment, the company has 
arranged a credit for $35 million 
with a group of banks, repayable 
in 24 quarterly instalments and 
at a low rate of interest. Last year 
the company used some of its 
spare cash to retire $5 million out 
of $10 million outstanding 3% de- 
bentures and 1250 shares of pre- 
ferred stock, besides spending a 
sizable sum for acquisition of a 
new affiliate. In view of all these 
substantial outlays, the year end 
financial status of Greyhound was 
quite impressive. 


Good Earnings and Dividends 


Since 1936, net earnings of 
Greyhound Corporation have 
trended rather steadily upward 
from $1.52 per share to the $6.34 
reported last year. During this 11 
year period, dividends have been 
paid regularly on the common, 
ranging from 95 cents per share 
at the outset to $3.20 in 1946. 


Whether the 1946 good showing - 


will look somewhat too favorable 
to the ICC or not remains to be 
seen. Beginning in June this 
Agency will start hearings in line 
with an investigation of interstate 
bus rates. Could be, of course, that 
the rise in operating costs may 
win Federal approval of even 
higher fares, as has been the case 
with the railroads of late. At a 
recent price around 29 the shares 
seem not unreasonably priced 
compared with last year’s peak of 
54% and a 1947 high around 38, 
or in relation to the 1946 earnings 
and dividends. They still, how- 
ever, are higher than at any time 
in the 1938-41 period. Due to the 
existence of $13.5 million term 
debts and 48,750 shares of pre- 
ferred stock, considerable lever- 
age is created for the equity 
shares, so that if net earnings 
should trend downward net per 
share could contract relatively 
fast. Greyhound has recently de- 
clared its second quarterly divi- 
dend of 50 cents per share this 
year, although severe weather 
conditions, curtailed travel and 
rising costs held net for the first 
three months to 37 cents per 
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share, compared with $1.21 fo; 
the corresponding period in 1946, 
Although the company’s manage. 
ment points out that the firs 
quarter is historically its worst 
one in the year and that Apri 
revenues per mile are on the up 
turn, the results disclose a high 
sensitivity to adverse conditions, 
temporary though they may prove 
to be. For the long pull. Grey. 
hound shares bought with proper 
timing seem to enjoy rather good 
appreciation potentials, but un. 
til the general market outlook be. 
comes clearer, investors discover- 
ing interest in the company might 
as well defer action. 





The Consumer Credit Boom 





(Continued-from page 255) 


In the case of Commercial Credit, 
unearned premiums rose at the 
end of 1946 to $10.9 million from 
$7.5 million at the close of 1945, 
As in the case of deferred income 
on installment credit, this is a fa- 
vorable barometer, but in actual 
earnings, the improvement is not 
manifested until insurance cover- 
age expires without unreasonable 
losses or until indebtedness has 
been paid off. Losses continued to 
increase in the first quarter, 
thereby retarding improvement in 
net income. 


Trend Toward Diversified Risks 


C.1.T. Financial sought diversi- 
fication in risks several years ago 
in offering credit on industrial 
equipment and in factoring of tex- 
tile receivables, that is, financing 
goods in process of conversion 
from raw materials to piece goods. 
As a result, factoring operations 
rose from 8 per cent of $466.3 
million total receivable in 1937 to 
46.8 per cent of the 1944 total of 
$99.5 million and 26.7 per cent of 
$302.5 million in 1946. Motor ve- 
hicle credit droppped sharply dur- 
ing the war and even after the re- 
covery last year represented only 
39.6 per cent of total receivables, 
compared with 68.1 per cent in 
1937. 

Although inclusion of manufac- 
turning activities in operations of 
credit companies contributes to 
diversification of risks, it also in 
jects an element of volatility in 
earnings potentials. Presumably 
the major credit companies will 
undertake to dispose of the manu- 
facturing units when opportuni- 
ties are presented and devote re- 
sources to previously established 
divisions. Investors then probably 
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would be more inclined to place a 
higher evaluation on earning 
wer. 

In view of the admittedly large 
deferred demand for new motor 
cars, discussed in detail in another 
article of the current issue of The 
Magazine of Wall Street, it seems 
reasonable to anticipate continu- 
ance of the recent expansion in 
outstanding consumer credit. This 
is favorable for financing compa- 
nies whose portfolios of receiva- 
bles have been greatly depleted. 
Although Federal Reserve figures 
indicate that current consumer in- 
debtedness at the end of last year 
approximated the high total of 
1941, nevertheless, the volume 
still was comparatively low in re- 
lation to purchasing power. Na- 
tional income for 1946 approxi- 
mated $165 billion, according to 
Department of Commerce esti- 
mates, and this represented an in- 
crease of more than 78 per cent 
over 1941 income of $92.3 billion. 
Accordingly, if consumer credit 
should approximate its historical 
ratio to national income, it might 
increase another 78 per cent or 
more. Although latest official Com- 
merce Department figures indi- 
cates only a slight rise in national 
income, recent comments in Con- 
gress attribute to well informed 
sources estimates of current na- 
tional income at an annual rate of 
$180 billion. This would seem to 
suggest that record high purchas- 
ing power could sustain further 
substantial advancement in cur- 
rent indebtedness of wage earners. 

All evidence points to the fact 
that installment financing should 
reach a dollar level well in excess 
of the 1941 record. Even though 
the proportion of available busi- 
ness obtained by the regular 
finance companies might be some- 
what smaller than in the past due 
to more intensive competition 
from banks, this development 
should have no adverse effect on 
earnings of such concerns as C.I.T. 
Financial and Commercial Credit, 
because of the characteristic lag 
in earnings resulting from the pol- 
icy of taking into profits the ap- 
propriate portion of finance 
charges only as installments fall 
due. This arrangement means that 
the full effect of increasing busi- 
ness is not felt for nine to fifteen 
months after the rise begins and 
for the same reason a decline in 
earnings does not become evident 
until several months after de- 
mand for consumer credit begins 
to taper off. On the basis of cur- 
rent trade developments, it seems 
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reasonable to think that the up- 
trend in financing may carry well 
into 1948 before maturities and 
new accounts come into balance. 
Recovery Should Continue 

Statistical data, therefore, tend 
to support the view that the re- 
covery recently begun in earnings 
of finance companies should con- 
tinue for a considerable period re- 
gardless of any minor recession in 
general business. The prospec- 
tive improvement would tend to 
strengthen confidence in current 
dividend rates which afford liberal 
income. Both C.I.T. Financial and 
Commercial Credit have been pay- 
ing dividends at the annual rate 
of $2 a share, although cover- 
age has been meagre. 

Once credit restrictions have 
been removed and these compa- 
nies can operate Gn a normal basis 
providing for longer maturities, 
earning power should compare 
more favorably with pre-war ex- 
perience. It would seem reason- 
able to think that C.I.T. Financial 
earnings might range from $4 to 
$5 a share in a year of active 
business and unless unexpected 
difficulty should be encountered 
in insurance and manufacturing 
activities, earnings of Commercial 
Credit might approximate the $5- 
annual rate. In due course, there- 
fore, investors would seem to 
have reason for anticipating 
larger dividends. 

The controversy in Congress 
over regulation of consumer credit 
may pave the way for legislation 
designed to prevent excessive bor- 
rowing of this-type. It may be re- 
called, in this connection, that in 
some quarters the 1929 collapse 
was attributed to unwise expan- 
sion of installment business. Al- 
though the possibility of danger- 
ous excesses seems remote at this 
time, the industry is not unaware 
of the need for setting up safe- 
guards against trouble in the fu- 
ture. 





Important Market Test 
At Hand 


(Continued from page 247) 
plateau of 1920. But beyond it, 
probably by autumn (again like 
1920) there is bound to be a 
downgrade. How much? And for 
how long? Nobody can know. The 
stock market is the indicator to 
watch, as it was during the 
months of debate in the first half 
of 19200n how things looked. The 
last signal by the market was 
bearish. It has not been nullified. 

—Monday, June 2. 








Allied Chemical & Dye Corporation 
61 Broadway, New York 
May 27, 1947 
Allied Chemical & Dye Corporation 
has declared quarterly dividend No. 
105 of One Dollar and Fifty Cents 
($1.50) per share on the Common Stock 
of the Company, payable June 20, 
1947, to common stockholders of record 
at the close of business June 6, 1947. 
W. C. KING, Secretary 





LOEW'S INCORPORATED 

‘“* THEATRES EVERYWHERE "' 

May 21st. 1947 

THE Board of Directors has declared a 

quarterly dividend of 37%4c per share 

on the outstanding Common Stock of the 

Company, payable on June 30th, 1947, to 

stockholders of record at the close of busi- 

ness on June 13th, 1947. Checks will be 


mailed. 
CHARLES C. MOSKOWITZ, 
Vice President & Treasurer 








SELL BY MAIL! 


Leading Mail Order business magazine may be your 
income-increasing opportunity. Large independent 
business Journal. Each issue full of new and proved 
ideas. Plans, methods, showing how to start and 


| make the mail order business pay handsome profits. 


Sample Copy, 25c — Year's Subscription, $3. 
NATIONAL PUBLISHING COMPANY 
Suite 706 MW 
356 South Broadway, Los Angeles 13, Calif. 


-40 LOW-PRICED STOCKS ° 
165.3% Rise-1942 Lows To 1946 Highs 


Act now to get this new Standard & Poor’s 
Special List of 15 Stocks for Large Ultimate 
Gains that advanced 1218.6%; 12 Special 
Growth Stocks that rose 739.7%; 13 Apprecia- 
tion and Income Stocks that gained 337.7%— 
all from 1942 lows to 1946 highs. In this same 
period the general market went up 146.7%. 
Whatever the percentage advance may be in the 
next rise it is as certain as anything can be in the 
market that these 40 Low-Priced Stocks will 
outgain the list. 


Mail $1 with this ad and your name 
and address to STANDARD & 
POOR'S CORP., 345 Hudson Street, 
New York 14, N. Y. for this Special 





List of 40 Low-Priced Issues. At no 
added cost, we will send you the next 
4 issues of Poor’s Investment Advisory 
Service, a leading guide for thousands 
of successful investors. Offer open to 


new readers only. A493-180 





| —A>D?AAAAyg 
Don’t Delay -Right Now 


CHECK 
YOUR STOCKS! 


Don’t sit tight—it may be 
costly! Right now, check 
with Babson’s. Simply at- 








tach list of 7 of your secur- 
| ities to this ad and mail to 
| us. We'll tell you if clients 


| have been advised to Hold 


or Switch them. No cost or 


obligation. Write Dept.—M-52 


BABSON’S REPORTS 


Wellesley Hills 82, Mass. 
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Interesting 
Circulars 


FOR OUR READERS 
kk & 


On request on your letterhead, but 
without obligation, any of the circu- 
lars listed below will be sent direct 
from the issuing firm. Limit each letter 
to a request for one circular, giving 
your name and address, 


ADDRESS: Booklet Department — 
Magazine of Wall ae ae -90 Broad 
Street, New York 4, N, Y. 


SECURITY and INDUSTRY SURVEY. 
Analysis of 74 indus groups... facts 
on over 300 individual securities. Pre- 
pared by large N. Y..S. E, member firm. 


FORGING AHEAD IN BUSINESS — 
64-page booklet describing program of 
executive training will be sent free 
when requested on your Company’s 
letterhead. 


ANALYSIS of the stock of a Chemical 
Company in the atomic field. Issued by 
a brokerage house. 


Tobacco Shares: Timel ¥ Survey 

leading cigarette companies Sudbeating 
reference. Issued by N.Y.S.E. member 
rm, 


IF YOU OWN ANY INSURANCE or 
intend to, you will want to see this 
booklet issued by one of America’s 
largest insurance companies, 











Don’t Be Confused 
by the Market’s Action 


922 CHARTS 


in the new June issue of 


GRAPHIC STOCKS 


will help guide your decisions by 
giving you the opportunity to judge, 
at a glance, the significance of stock 
trends since 1936 — over 11 years. 


Shows @ Monthly Highs and Lows 
e Earnings 
e Dividends 
@ Capitalizations 
© Volume 
on virtually every stock listed on the 
N. Y. Stock and Curb Exchanges. 


This 160 page book of 922 charts, 
Spiral bound, is now available. For 
prompt delivery mail your reservation 
for the June issue today. 

GINGLE COPY sissssi.s. assess SIBOO 
Yearly (Six revised books)........ 50.00 


F. W. STEPHENS 


15 William St., New York 5 
HA 2-4848 
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As I See It! 





(Continued from page 245) 


for starting the wheels. of com- 
merce in motion and enabling the 
weakened peoples to get on a self- 
sustaining basis as quickly as 
possible. 

This step is a first essential as 
it is increasingly important for 
us to bring about a situation that 
wil prevent any drastic economic 
upset in this country at this time, 
due to the vast expenditures 
abroad made necessary by Rus- 
sian machination. For we can 
expect that every attempt will be 
made by the Soviet leaders to 


create a chaotic vacuum that will, 


act aS a drain on our resources 
unless we call a halt promptly. 

Fortunately, this situation is 
fully recognized in Washington 
and we are preparing to meet it. 
At the same time, we are taking 
the steps necessary to solidify 
this hemisphere psychologically 
and militarily so as to prevent a 
Russian coup in this part of the 
world. In this effort we are being 
supported by Britain and by the 
various members of the British 
bloc. As far as war is concerned, 
I doubt very much whether even 
a frustrated Russia would seek 
annihilation, for that is what it 
would amount to at this time, 
even though Moscow possessed 
the atomic bomb—which I doubt. 
In fact, continuing strong and 
common sense action on our part 
is more likely to bring a construc- 
tive response from Russia than 
anything else we can do. But we 
can continue to expect Russian 
propaganda and her stooges to 
create the false impression that 
war is imminent—in the hope of 
further appeasement. 





As We Enter Our 
Most Significant Era 





(Continued from page 250) 
on unlimited Government support, 
thus labor policy may become less 
unyielding, more cooperative. 


Prices and Wages 
Remain Above Prewar 


Naturally there is no retracing 
our steps to prewar prices or 
wages. Most of our today’s prob- 
lems have arisen not because we 
have moved to a higher price 
level but because the rise has 
been uneven and irregular—mov- 
ing some prices and incomes far 


ahead and leaving others far be. 
hind. The main problem is balance 
between prices and costs on a 
new basis which will serve as a 
safe foundation for future pros. 
perity. 

So far the recession in busi- 
ness is still quite small, a lessen- 
ing of prevailing prosperity 
rather than a real recession. This 
augurs well for the possibility of 
a gradual rather than abrupt ad- 
justment. However, back of the 
current bearish feeling is the 
thought that the recession may 
yet assume substantial propor- 
tions. In the investment field 
particularly, the inclination to 
draw a close parallel with the 
events of 1920-21 is strong. The 
composite opinion, as reflected by 
the stock market, has been that 
current large corporate profits 
are temporary, that they may be 
followed by drastic reductions, 
perhaps even deficits. 


Bearish Signs Overstressed Today 


In this climate of pessimism, 
it is perhaps understandable that 
bearish signs are overstressed 
and the undeniably existing 
strong supporting factors under- 
rated. But it may be due to these 
very factors, not present in 1920- 
21, that the analogy with the de 
velopments of that period may 
shortly come to an end, that the 
parallel courses thus far will 
come to a parting of the ways. 

True, the adjustment now get- 
ting under way can no longer be 
a “painless” one; we have already 
gone too far along the road of 
maladjustments. Still, price de- 
clines may be relatively orderly 
and we may have a corrective 
process without an attendant 
broad economic unsettlement. 
Above all, even a 15% or 20% 
drop in business would still leave 
our economic activity at rela- 
tively high levels. And, most im- 
portantly, the longer range out- 
look — post-recession prospects — 
would still be highly favorable. 





Dividend Story 





(Continued from page 251) 
of earnings in the business, in- 
stead of distributing them in the 
form of dividends. 

It is directed particularly at 
stockholders of closely held cor- 
porations who are usually in the 
higher income tax brackets, and 
who would naturally prefer to re- 
tain the greater portion of such 
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What Shanes Say 


L. C. B. of New York, N. Y. 
“The last issue of your bulletin was most 
interesting. In fact, they all are. 
Thanks for your valued opinions.” 


E. K. A. of Reno, Nevada 
“I am delighted with IBF service and plan 
to continue it indefinitely. 

Forecast service—by Air Mail Special De- 
livery—is perfect for me. Being paid up 
years ahead doesn’t matter for I intend to 
use it for the rest of my life.” 


J. W. of Fort Dodge, Iowa 
“I have been pleased and satisfied with 
The Forecast service over a period of years 
and will centinue to be a subscriber. 


I never wish to abandon the help I get 
from the Executive Offices at 90 Broad St.” 


M. Q. B. of Beverly Hills, Calif. 
“I had been advised by my broker before 
I was a member of your wonderful Invest- 
ment and Business Forecast. 
From now on I will only follow your 
service. I am really very pleased with your 
system and should have had it long ago.” 


Dr. I. E. K.‘of Jersey City, N. J. 
“T find The Forecast very helpful and bene- 
ficial in my financial dealings. I recom- 
mend it highly to my friends. 

You have served me satisfactorily since 
February, 1944. My brothers in Newark, 
N. J. and Reading, Pa. are also sub- 
scribers.” 

N. S. of Norfolk, Va. 
“I mailed you a check for $50 on January 
10, 1947 .. . a month ago. Your service is 
very satisfactory. 

As I wish to become an annual subscriber, 
I am enclosing $25 to pay for the full year’s 
subscription. 

Thank you for your advices.” 


C. W. S. of Puyallup, Wash. 
“I am well pleased with your investment 
service. 

By giving us all possible advance infor- 
mation as to when to Buy or Sell such as is 
contained in your weekly editions you 
enable subscribers, like myself, living at a 
great distance from New York, to keep 
more abreast of the market. 

Please continue this service.’ 
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MONTHS’ 
SERVICE $90 


MONTHS’ 
l SERVICE $75 
Complete service will start at 
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THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose [J $50 for 6 months’ subscription; [] $75 for a year’s subscription. 


Aw Mail: $1.00 six months; [] $2.00 
one year in U. S. and Canada. 
Special Delivery: © $3.50 six months; 


C) $7.00 one year. 
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Profit Opportunities in the Making... 
for Near Term Markets 


The market is now crystallizing security price trends for the balance of 
1947 and selected stocks again will be available at levels that offer 
substantial capital appreciation plus liberal income. 


Buy on Weakness . . . Sell on Strength . . . has always proved a 
successful investment policy. But ... in this period of adjustment and 
great selectivity .. . it is more important than ever that you clarify your 
position to make sure you are holding the right stocks . . . and are 
prepared to take advantage of undervalued situations as they develop. 


This is the special function of Forecast Service, which you will find of 
outstanding value and practical usefulness now and during the decisive 
weeks ahead ... as the market establishes a base for a major upturn 
which will reflect sustained high business volume for strategically situated 
companies. With its skilled analysts . . . tested barometers . . . private 
stock and news tickers . . . statistical, chart and research resources .. . 
The Forecast will tell you what and when to buy and when to sell . . . 
when to contract or expand your holdings. 


Enroll Now To Capitalize On New 
Investment Situations in the Making 


Immediately we will place at your disposal our tested and proven 

market forecasts . . . the soundness of which has been substantiated 

by the action of the market itself. Included ... with graphs... are 

Dow Theory Interpretations of Major and Intermediate Trends; also of 

our special Market-Support Indicator measuring supply and demand. 

The latter warned of last year’s break on July 15... six weeks ahead 
. . and has been bearish this year.since April 12. 


You will benefit also from our definite recommendations of advan- 
tageous selections in low-priced stocks . . . in special situations .. . 
in potential leaders . . . as developing trends take shape. 


We look forward to serving you and extend our special offer of FREE 
Service to July 15. Mail the coupon below today! 





FREE SERVICE TO JULY 15 
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(0 Telegraph me collect in anticipation of 
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profits in the business, subject 
only to the usual corporate taxes, 
thereby avoiding the considerably 
higher personal income tax liabil- 
ity, if such profits were received 
in the form of dividends. Accord- 
ing to provisions of the statute, 
the tax is levied on the “undis- 
tributed net income of corpora- 
tions .. . formed or availed of for 
the purpose of preventing the im- 
position of the surtax upon its 
shareholders, or the shareholders 
of any other corporation, through 
the medium of permitting earn- 
ings or profits to accumulate in- 
“arg of being divided or distrib- 
uted.” 


Must 70% of Income be paid out? 


In other words, Section 102 pro- 
vides for the imposition of pen- 
alty taxes on unreasonable accum- 
ulation of corporate profits. What 
is unreasonable accumulation ? The 
provisions of Section 102 do not 
state specifically, in terms of a 
percentage of earnings. However, 
the Internal Revenue Department 
has intimated that if 70% or more 
of earnings for the taxable year 
are paid in the form of dividends, 
the penalties under Section 102 
will not be invoked. Even when 
less than 70% of earnings is not 
paid in the form of dividends, no 
penalties will be invoked, if the 
corporation has valid reasons for 
paying out less than 70%. 

Numerous valid reasons of 
course can be often adduced for 
the payment of less than 70% of 
earnings in the form of dividends 
—such as the necessity of utiliz- 
ing a considerable portion of prof- 
its for increased inventories, im- 
provements to old equipment, or 
purchase of new or more efficient 
equipment, acquisition of new 
productive facilities, expenditures 
for advertising—all this in addi- 
tion to possible reserves set up for 
such purposes—the need for pro- 
viding for the retirement of cur- 
rent indebtedness, bank loans, 
short term notes, to mention but 
a few of such acceptable reasons 
for following a conservative divi- 
dend policy. 

Moreover, dividend payments 
on common stocks are sometimes 
limited by bond indentures or pre- 
ferred stock provisions for a pe- 
riod of time, often until prior debt 
has been reduced to a specified 
amount or entirely eliminated. 

From a practical standpoint, 
however, it may be mentioned that 
large companies whose equities 
are widely distributed are seldom 
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challenged with respect to con- 
servative dividend policies. On the 
other hand, organizations whose 
securities are more closely held 
often occupy a more vulnerable 
position. The tax rate on such un- 
distributed net income as defined 
by provisions of Section 102 is 
2714% on the first $100,000, and 
3814% on all sums in excess of 
$100,000. 

With more amicable relations 
now prevailing between labor and 
management, few important inter- 
ruptions to production are antici- 
pated, while maintenance of em- 
ployment is expected to provide 
the purchasing power essential to 
a continuing favorable economic 
climate. 

In the preparation of an invest- 
ment program, adequate diversifi- 
cation among various industries is 
of paramount importance, in order 
that several sources of actual or 
potential income may be obtained. 
A certain element of hazard is in- 
herent in all purchases of stocks 
and bonds—diversification wisely 
conducted reduces this hazard. 

In the accompanying tabulation, 
we have endeavored to present is- 
sues of companies, in a representa- 
tive group of industries, which we 
believe are in excellent position to 
distribute a larger portion of prof- 
its to their stockholders in the 
months ahead. All of these com- 
panies possess satisfactory finan- 
cial positions—all are recognized 
leaders in their particular fields of 
endeavor. Of the 15 issues chosen, 
dividends have been paid annually 
on all but two for over a decade, 
while six have received dividends 
each year for a quarter of a cen- 
tury or more—with one company, 
Scovill Mfg. Co., possessing a rec- 
ord of 92 years of uninterrupted 
payments. 

In examining the tabulation of 
companies expected to follow a 
more conservative course with re- 
gard to distributions on their com- 
mon stocks, the unusually high in- 
dicated yield in several instances 
clearly illustrates the abnormali- 
ties of the dividend status of 
those organizations—and gives ef- 
fect to extra payments made dur- 
ing the past twelve months—pay- 
ments which are not expected to 
be duplicated in future months. 

For example, American Woolen, 
which had made no payment on 
its common stock since 1924 paid 
$12 on the junior equity late in 
1946, following the recapitaliza- 
tion involving exchange of the old 
$7 preferred for the new $4 pre- 
ferred. Of course, 1946 profits 


were considerably in excess of 
this disbursement, but the decline 
in the common stock from a maxi- 
mum of 7034, in 1946, to prevail. 
ing levels around 30, suggests a 
sharp contraction in profits for 
this textile organization during 
the present year. Obviously, pay- 
ments on the common stock will 
be of rather modest proportions 
for the remainder of 1947. In re- 
cents weeks, there has occurred 
a distinct curtailment of woolen 
operations as a consequence of re- 
adjustment to a buyers’ market; 
and this has found reflection in 
the decline in the market price of 
American Woolen common. 
Somewhat comparable _ situa- 
tions prevail among the other 
companies presented in this tabu- 
lation. These are a sequel to such 
economic considerations as indi- 
cated excessive productive facili- 
ties, lower “real” public purchas- 
ing power, alterations in the char- 
acter of public demand, and inten- 
sified competition in various fields 
—to mention but a few. 
Obviously, under the circum- 
stances, the managements of or- 
ganizations subject to these var- 
ious influences will be inclined to 
follow a rather coriservative pol- 
icy concerning distributions on 
their junior equities, until the 
economic situation is clarified. Ac- 
tually 38 companies have omitted 
or reduced payments on their 
common stocks thus far in 1947. 
It is possible, of course, that in 
certain instances corporation di- 
rectors may decide that a fairly 
liberal dividend policy with regard 
to their common stocks is war- 
ranted by their respective trade 


‘prospects or financial positions. 


but, generally speaking, this does 
not find reflection in the prevail- 
ing prices of such issues, although 
it is only fair to point out that 
virtually all securities prices are 
currently quoted at appreciably 
lower market levels than they 
were several months ago. 

The purpose of this phase of 
the foregoing study has been to 
indicate the possibilities—not to 
prophesy specific reductions or ad- 
ditions in regular dividend rates. 

However, the indicated ab- 
normal yields, considered in con- 
nection with the sharp decline in 
the market prices of such com- 
mon stocks, convey their own im- 
plication; and suggest the possi- 
bility of appreciably lower distri- 
butions—or actual omissions—on 
this group during the next several 


‘common stocks of companies in 


months. 
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CPO 


\\ ithout obligation, we offer to prepare a 
confidential preliminary analysis of your invest- 
ment portfolio if it exceeds $20,000 in value. 


This report will comment frankly on its diver- 
sification, income and will designate your least 
favorable issues. 


This offer is made to responsible investors who 
are interested in learning how Investment Man- 
agement Service might apply specifically to their 
personal holdings and objectives. We shall quote 
an exact fee for annual supervision of your ac- 
count and tell you our qualifications for serving 
you in the difficult market ahead. 


The thorough and informative nature of our 
preliminary analyses is clearly shown by the 
comments of investors who have taken advantage 
of this invitation: 


From California—‘In all my experience as an ex- 
ecutive secretary for twenty years I have never run 
across your superior in the way you have considered 
my situation and am favorably impressed.” E. D. B. 


From Massachusetts—‘Your preliminary report re- 
garding my investment portfolio was received. I 
examined your analysis very carefully and with much 
interest. Your comments and the wisdom of using 
investment counsel sound very reasonable.” A. M. 


From Nebraska—"! wish to thank you for your re- 
port. You covered the subject thoroughly.” G. V. 


Time to Check On 
Your Current 


Investment Position! 


COFOCGATO 


From New York—“I am in receipt of your valuable 
Preliminary Analysis of my holdings, for which I thank 
you. I had not contemplated that you would make 
such a really admirable report regarding my portfolio.” 
HA; 


From Ohio—"Thank you for your immediate reply, 
including a preliminary analysis of my portfolio. 1 
can honestly say that I am impressed by this report.” 
D. B. H. 


From Oklahoma—"“Your Preliminary Analysis re. 
ceived and it seems to be what I am looking for. 1] 
am going to take this service and I intend to follow 
it: ‘OCA. 


From Pennsylvania—"Your Preliminary Analysis 
of my inventory of capital investments received. I wish 
to thank you for presenting it in such an excellent and 
comprehensive manner.” N. J. 


From Texas—‘! am in receipt of your Preliminary 
Analysis of my stocks. I gave you a big job and you 
gave me a thorough report and I thank you.” H. T 


From Virginia —‘“I am much impressed with your 
report which evidences that you have given thought 
and gone over my portfolio in a thorough and pains- 
taking manner which pleases me very much. I recognize 
the soundness of your reasoning and of the suggestions 
made.” F. W 


Just tabulate your securities, giving the amounts 
and purchase prices so we can consider the tax 
aspects of any changes, State your objectives so 
our advice can be as pertinent as possible. 


All information will be held confidential. This 
offer does not obligate you to enroll—but under 
today’s manpower conditions it is not open to 
mere curiosity seekers. 


INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 


90 Broad Street 


New York 4, N. Y. 
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Why the Railroads Can’t Afford 
NOT to Modernize! 





A Dollars-and-cents Example That Will Interest 


Travelers, Labor and Investors 


For a long time the C&O has said that 
America’s railroads must modernize their 
passenger equipment—or forfeit a great 
opportunity. 


In print and in private we have lam- 
pooned the ‘‘rolling tenements” that still 
pass for sleeping cars. We have stumped 
for modern streamlined trains to replace 
tired, creaking old day coaches. And over 
and over we have stated that, given 
attractive equipment, and new comforts 
and services, railroads could open the 
door on a new era of travel... The C&O 
is replacing every old sleeping car, day 
coach and diner on its main lines, with 
streamlined cars. 


But Is It Practical? 


Standpatters in the industry are still 
shaking their heads. But lately more 
reasonable people have been asking, ““How 
can the large-scale replacement of old 
trains be practical?” 

They point out that several of our 
largest systems had serious deficits in 
1946. And everyone knows that the rail- 
roads are caught between rocketing costs 
and lagging rates. “‘How,” they ask, “can 
such an industry afford large outlays for 
new equipment?” 


The answer is that the railroads can’t 
afford not to make these outlays. And 
here is a dollars-and-cents example: 


The Investment That Is Fast 
Returning Its Cost 


Last August one of the C&O Lines, the 
Pere Marquette, installed two new day- 
time streamliners—the last word in pas- 
senger attractiveness. 


The new trains have carried 86% more 
passengers than old trains carried over 
the same route during the same period of 
the previous year—when traffic was still 
swollen by war emergencies. 


The Chesapeake and Ohio Lines 


Here is the proof of the pudding: In less 
than 4 years, at the present rate, the 
increase in passenger receipts will equal the 
total cost of the trains! 

Modern equipment is not a luxury that 
only a few fortunate systems, like the 
C&O, can afford. Even a bankrupt rail- 
road can borrow money today to buy 
such equipment at 2% interest. 


Which Way Do We Go? 


Railroads now face a critical choice: 


Terminal Tower, Cleveland 1, Ohio 


Which will it be—modernization or continued deficits? 










































If pessimist thinking, old-line practices 
and Toonerville equipment continue td 
be tolerated, then regardless of rate relief 
further deficits and bankruptcies aré¢ 
certain. 


But, if, on the other hand, these lia 
bilities are replaced by modern ideas and 
modern trains, our railroads can again be 
a credit to our country. They can also be 
a bulwark of our national defense, which 
as every citizen knows, depends on 2 
flourishing transportation system. 








